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Convenience Translation of the Independent Auditors' Review Report
Originally Prepared and Issued in Turkish (See Note 3.1.1}

To the Board of Dircctors of Tlirkiye Garanti Bankas A§:

We have reviewed the unconsolidated balance sheet of Tirkiye Garanti Bankast A$ (“the
Bank™) as of 30 June 2007 and the related unconsclidated income statcment, statement of
cash flows and statement of changes in shareholders” equity for the six-month period then
ended. Thesc financial statements are the responsibility of the Bank's management. Qur
responsibility, as independent auditors is to issue a report on thesc financial staements based

on our Teview.

We conducted our review in accordance with the accounting and reporting system and the
regulations on the accounting and independent audit principles as per the (Turkish} Banking
Law No. 5411. These regulations require that we plan and perform the review to obtain
moderate assurance as to whether the financial statements are (ree of material misstatement. A
review is limited primarily to inquiries of the personnel of the Bank and analytical procedures
applied to financial datn and thus provides less assurance than an audit. We have not
performed an audit, and accordingly, we do not express an sudit opinion.

Based on our review, nothing has come to our aftention that couses us to believe that the
accompanying financial statcments are not presented fairly, in all materiel respects, the
financial position of Titrkiye Gamnti Bankasi AS as of 30 June 2007 and the result of its
operntions and cash flows for the six-month period then ended in accordance with the
accounting principles and standards that are based on the current regulations described in
Article 37 of the (Turkish) Banking Law No. 5411 and other communiques, disclosures and
directives issued by the Banking Regulatory and Supervisory Agency.

. Istanbul, Akis Bagimsiz Denetim ve Serbest

8 August 2067 Muhasebeci Mali Miigavirlik
Anonim Sirketi

e

Certified Public Accountani

Additional paragrapb for convenience translation to Eoglish:

As explained in Note 3.1.1, the accompanying financial statements are not intended to
present the financial position and results of operations in accordance with the accounting
principles and practices generally accepted in countries and jurisdictions other than Turkey.




(Laonvenience rransiailon of rinanciai yialemenits and neldied LSCIOSHEES ditd I OO0iROies
Originally Issued in Turkish, See Note 3.1.1)

Tiirkiye Garanti Bankasi Anonim Sirketi

Unconsolidated Interim Financial Report

Levent Nispetiye Mah.Aytar Cad.
No:2 Besiktag 34340 Istanbul
Telephone: 212 318 18 18

Fax: 212216 64 22
www.garanti,com.tr

www. parantibank.com.ir
investorrelationsegaranti.com.ir

The Unconsolidated Interim Finaficial Report for the six-month period ended 30 June 2007 prepared
in accordance with the communique of Financial Statements and Related Disclosures and Footnoles to
be Announced to Public by Banks as regulated by Banking Regulation and Supervision Agency, is
comprised of the following sections:

1. General Information about the Bank

. Unconsolidated Financial Statements

. Accounting Policies of Unconsolidated Interim Financial Statements
. Financial Position and Results of Operations of the Bank

. Disclosures and Footnotes on Unconsolidated Financial Statements

. Independent Auditors’ Review Report

(= SR I S FE R S

The unconsolidated interim financial statements and related disclosures and footnotes that were
subject to independent review, are prepared in accordance with the Regulation on Accounting
Applications for Banks and Safeguarding of Documents, Turkish Accounting Standards, Turkish
Financial Reporting Standards and the related statements and guidances and in compliance with the
financial records of our Bank and, unless stated otherwise, presented in thousands of New Turkish Lira
(YTL).

Ferit F. Sahenk S. Ergun Ozen Aydin Senel Mustafa Keley
Board of Directors General Manager Executive Vice Financial Accounting
Chairman President Director
M. Ciineyt Sezgin Des O’Shea
Audit Committee Audit Committee
Member Member

The authorized contact person for questions on this financial report:
Name-Surname/Title: Handan SAYGIN/Senior Vice President of Investor Relations
Phone no: 90 212 318 23 50

Faxno: 902122165902
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Tirkiye Garanti Bankasi A§ Convenience Translation of Financial Statements

Unconsolidated Interim Financial Report as of and for
the Six-Month Period Ended 30 June 2007

and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

{Thousands of New Turkish Lira (YTL))

1.1

1.2

General Information

History of the Bank including its incorporation date, initial legal status, amendments to
legal status

Tiirkiye Garanti Bankasi Anonim Sirketi (the Bank) was established by the decree of Council of
Ministers numbered 3/4010 dated 11 April 1946 and its “Articles of Association™ was issued in the
Official Gazette dated 25 April 1946. The Bank provides banking services through 514 domestic
branches, five foreign branches and four representative offices abroad. The Bank’s head office is
located in 1stanbul,

The Bank’s shareholder structure, management and internal audit, direct and indirect
shareholders, change in shareholder structure during the year and information on
Bank’s risk group

As of 30 June 2007, Group of Companies under Dogus Holding AS that currently owns 25.87% shares
of the Bank, is called as the Dogus Group (the Group), On 22 December 20035, Dogus Holding AS has
completed the sale of 53,550,000,000 shares composing 25.5% of the Bank’s issued share capital to
“GE Aragtirma ve Miisavirlik Limited Sti.” of General Electric {GE) group, as explained in Note 1.4,
Accordingly, GE acquired a joint control on the Bank’s management.

Dogus Group

The Group was established in 1951 as a construction and contracting firm. Tocay, in addition to the
construction sector, the Group operates in a variety of businesses consisting of financial services,
automotive, media, tourism and service sectors with more than 19.000 employees. The Group operates
partnerships and has distribution, management and franchise agreements with internationally
recognized brand names, such as Volkswagen, Audi, Bentley, Porsche, Seat, Scania, 1TT Sheraton,
Hyatt Regency, Jeeves, Armani, Gucci and CNBC. In the construction sector, the Group has an
important role in certain ongoing projects such as Arakh-lyidere and Sinop-Boyabat motorways,
Kadikty-Kartal and Otogar-Bagcilar subways, Yusufeli and Artvin dams, Ukraine Dnyeper bridge.
The Group has tourism investments such as Sheraton Voyager, Club Aldiana and Paradise Side Apar
Otel and five marinas which are adjudicated by “build, operate and transfer model™ such as Dalaman,
Didim, Turgutreis, Bodrum and Antalya.

The investments of the Group in the financial sector are; Tiirkive Garanti Bankas1 AS, Garanti Bank
International NV, Garanti Bank Moscow, Garanti Finansal Kiralama AS, Garanti Yatinm Menkul
Krymetler AS, Garanti Portfdy Yonetimi AS, Garanti Sigorta A§, Garanti Emeklilik ve Hayat AS,
Garanti Faktoring Hizmetleri A$, Garanti Odeme Sistemleri AS, Garanti Gayrimenkul Yatinm
Ortaklhigi AS and Volkswagen Dogus Tiiketici Finansmam AS.

General Electric Group

GE is a company providing variety of technology, media and financial services including aircraft
engine and energy production, water and security technologies, medical sysiems, corporate-retail
financing services and media services. GE operates in more than 100 countries through its six major
business lines providing services through their own business units with more than 300 thousand
employees. These six business lines are; GE Consumer Finance, GE Commercial Finance, GE
Healthcare, GE Industrial, GE Infrastructure and NBC Universal.

GE Consumer Finance, one of its six major business lines extend loans to consumners, retailers and car
vendors in 41 countries. GE Consumer Finance provides variety of financial products such as store
credit cards, consumer loans, bank cards, automobiie loans and leasing, mortgage, corporate traveling
and spending cards, debt consolidation, housing loans against mortgage and credit insurance.

1
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1.3 Information on the Bank’s board of directors chairman and members, audit committee
members, chief executive officer, executive vice presidents and their shareholdings in the
Bank
Board of Directors Chairman and Members:

Experience in
Appointment Banking and Business
Name and Surname Responsibility Date Education Administration
Ferit Faik Sahenk Chairman 18.04.2001 | University 17 years
Siilleyman Stzen Vice Chairman 08.07.2003 ! University 25 years
Muammer Cineyt Sezgin Member OFBO,D and Audit 30.06.2004 PhD> 22 years
Committee
Dr. Ahmet Kamil Esirtpen Member 19.03.1992 PhD 33 years
Charles Edward Alexander Member 22.12.2005 | University 27 years
Des O’Shea Member ofBOP and Audit 02.11.2006 Master 30 years
Committee
Oliver B.R.V, Piani Member 21.02.2007 Master 26 years
Dmitri Lysander Stockton Member 22.12.2005 | University 16 years
Sait Ergun Ozen Member and CEO 14.05.2003 [ University 20 years

The membership positions of Des O’Shea and Olivier B.R.V. Piani who have been assigned as of 2
November 2006 and 21 February 2007, respectively for the vacant positions of Daniel Noel O’Connor
and Richard Alan Laxer to complete their duties, were approved by the Annual General Assembly
held on 17 April 2007,

CEOQ and Executive Vice Presidents:

Experience in

Appointment Banking and Business
Name and Surname Responsibility Date Education Administration
Sait Ergun {zen CEO 01.04.2000 University 20 years
Adnan Memig EVP-Support Services 03.06.1991 University 29 years
Ali Fuat Erbil EVP-Retail Banking 30.04.199% PhD 15 years
Ali Temcl EVP-Loans 21.10.1999 University 17 years
EVP-
Gokhan Erun Human Resources & 18.08.2005 Master 13 years
Investment Banking,
Faruk Nafiz Karadere EVP-SME Banking 01.05.1999 University 25 years
Halil Hiisnit Erel EVP-Operational Services 16.06.1997 University 22 years
Uruz Erstizoglu EVP-Treasury 03.04.2006 University 16 years

EVP-Fi ial Institutions & . \
Tolga Egemen thaticia l'lS.I on 21.09.2000 University 15 years
Corporate Banking

Turgay Gonensin EVP-Commercial Banking 15.12.2001 University 22 years

EVP- General Accounting &
Financial Reporting

Aydin $enel 02.03.2006 University 26 years

EVP- International Busi
Zekeriya Ozttirk niernational Business 02.03.2006 Master 12 years
Development

The top management listed above does not hold any unquoted shares of the Bank.

Afzal Mohammed Modak has been assigned as the executive vice president responsible of the finance
function of the Bank on 20 July 2007.
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1.4

1.5

Information on the Bank’s qualified shareholders

) Paid-in Unpaid
Company Shares Ownership Capital Portion
Dogus Holding AS 462,250 22.0119% 462,250 o
GE Arastirma ve Misavirlik Limited Sti 535,506 | 25.5003% | 535,506 )

In accordance with the Articles of Association of the Bank, there are 370 founder shares, 1t is required
in the Articles of Association to distribute 10% of the distributable profit to the holders of these
founder shares after allocating 5% to legal reserves, distributing dividend at an amount equal to 5% of
the capital and allocating 5% of the remaining to extraordinary reserves.

Summary information on the Bank’s activities and services
Activities of the Bank as stated at the third clause of its Articles of Association are as follows:

« All banking operations,

« Participating in, establishing, and trading the shares of enterprises at various sectors within the
limits setforth by the Banking Law;

o Providing attorneyship, insurance agency, brokerage and freight services in relation with banking
activities,

* Purchasing/selling debt securities, treasury bills, government bonds and other share certificates
issued by official and private institutions,

e Developing economical and financial relations with foreign organizations,

¢ Dealing with all economic operations in compliance with the Banking Law.

The Bank’s activities are not limited to those disclosed in that third clause, but whenever the Board of
Directors deems any operations other than those stated above to be of bencfit to the Bank, it is
recommended in the general meeting, and the launching of the related project depends on the
decision taken during the General Assembly which results in a change in the Articles of Association
and on the approval of this decision by the Ministry of Industry and Commerce. Accordingly. the
approved decision is added to the Articles of Association.

The Bank is not a specialized bank but deals with all kinds of banking activities. Deposits arc the
main sources of the lendings to the customers. The Bank grants loans to companies operating in
various sectors while aiming to maintain the required level of efficiency and profitability.

The Bank also grants non-cash loans to its customers; especially letters of guarantee, letters of credit
and acceptance credits.

(¥3]




Tiirkiye Garanti Bankasi1 Anonim Sirketi

Balance Sheet
A1 30 June 2007

THOUSANDS OF NEW TURKISH LIRA (YTL)

CURRENT PERIOD

PRIOR PERIOD

ASSETS Foomote 30 June 2007 31 December 1006
YTL FC Total YTL EC ‘Tota)

I. CASH AND BALANCES WITH CENTRAL BANK {5.0.1} 1.863.096 3.216.280 5.079.376 1.835.335 3.391.537 5.276.871

1. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS (Net) {5.1.2) 63.729 91,616 155,345 67.621 80.838 148.459
R Financial asseis held for rading 39.118 84.028 123.146 57.403 76.766 134169
211 Government securities 28.777 84.028 112,803 50.492 75,9954 126.485
2.1.2  Equity sezurities 1411 . 1411 - . -
213 Other secunities 8.930 - 2.930 6911 7 7.684
2.2 Financial asscts valued at fair value throuph profit or loss - - - . -
2.1 Covernment securities - - - - -
2.2.2  [Fquity securities - - - - -
223 Other securities - - - - . -
2.3 Trading derivatives 2461t 7.588 32199 10.218 4.072 14.290
1L BANKS AND OTHER FINANCIAL INSTITUTIONS (5.1.3)8 §9.005 | 1.307.96) 1.896.965 62.450 333.962 896.442
(L INTERBANK MONEY MARKETS - - - - - -
41 Interbank moncy market placements - - - - -
4,2 Istanbul Stock Exchange money market placements - - - . -
4.3 Receivables from reverse repurchase agreements - - - . . -
¥, FINANCIAL ASSETS AVAILABLE-FOR-SALE (Net) | (5.1.4) | 6.023.564 | 4.274.968 | §0.298,532 | 5.619.046 | 4.008.884 | 9617930
5.0 Equity securities 51,688 32641 84.331 44.648 21.66% 66.316
5.2 Government securities 5,971,876 | 2.586.755| 8.55B.631 5574398 2937.365) 8510763
53 Other sccurities - 1.655.570 1.655.570 - 1.049.85 1.049.851
VI LOANS (5.1.5) | 18.548.824 | 14,451,927 | 33,000,751 | 15.320.304 | 11,030,186 | 27.350.494
6.1 Performing loans 18,280,357 | 14.451.927| 32.732.284| 15.134,959( 12.030,186 ] 27.165.145
6.2 Loans under follow-up 767.54¢6 - 767,546 636,589 636.589
6.3 Specific provisions (-} 499.07% - 499.079 451.244 451.244
VIl FACTORING RECEIVABLES . - - - - -
VL ISVESTMENTS HELD-TO-MATURITY (Net} (5.1.6) 3.797.892 150.155 4.548.647 3.802.826 816.021 4.618.847
8.1 Government securities 1,194,870 750,755 4,545.625 3.800.874 816.02] 4.616.895
82 Other securities 3.022 - 3.022 1,952 1.952
X, INVESTMENTS IN ASSOCIATES (Net) {5.1.7) 12,692 - 12.692 LI77 1.177
9.1 Financial investments in associates 11.312 - 11312 . -
9.2 Non-financial investments in associates 1.380 - 1.380 L1177 - 1177
X. INVESTMENTS IN SUBSIDIARIES (Net) {5.1.8)2 63,335 321,469 584.804 313.436 29%0.716 6H.152
10.1  Unconsolidated financial investments in subsidiaries 255.827 321.46% 577.296 305,546 290.710 596.262
102 Unconsclidated non-financial invesments in subsidiaries 7.508 - 1.508 7.890 . 7.890
hYH INVESTMENTS IN JOINT-VENTURES (Net) {5.1.9) - - - - -
11,1 Financial invesiments in joinm-ventures - - - - -
1.2 Noa-linancial invesmments in joint-ventures . - - - -
XII,  LEASE RECEIVABLES (Net) (5. 116G} - - - - -
12.1  Financial lcase reccivables - B - - -
122 Gperational lease receivables - - - . -
123 Gihers - - - - -
124 Unearned income (- ) - - - - -

XUL  DERIVATIVE FINANCIAL ASSETS HELD FOR
RISK MANAGEMENT (50111} - 3.361 3.362 - 4.799 1799
13,1 Fair value bedpes - - - - - -
132 Cash flow hedges - 3.362 3.362 - 4,759 4,799
[3.3  Net foreign investiment hedges - - - - . .
XIV. TANGIELE ASSETS (Net} (5.1.12) 890.691 1.168 891.859 884.325 1121 385,446
XV, INTANGIBLE ASSETS {Nef) (5.1.13) 72,952 203 73.155 67.515 103 67.718
15.1  Goodwill - - - - - -
15.2  Other intangibles 12952 203 73,155 67.515 20 67.718
XV TAX ASSET {5.1.14) £5.948 - 55.948 38.188 - 38.188
t6 1 Current tax asset . - - - .
16.2  Deferred tax asset 55.948 - 55948 38,188 38.188
XVIL ASSETS HELD FOR SALE {5.1.15) 108,393 - 108.393 115.154 . 115154
VI OTHER ASSETS (5.1.16) 670.197 L1230 743.038 542.620 103.619 651.23%
TOTAL ASSETS 32.960.318 § 24.532.550 | 57.492.868 | 28.710.027 | 21.566.886 | 50.286.91)
4




(Convenience Translation of Financial Statements Originally Issued in Turkish)

Tiirkiye Garanti Bankasi Anonim Sirketi
Balance Sheet

At 30 June 2007
THOUSANDS OF NEW TURKISH LIRA {YTL)
i . ) e . N CURRENT PERIOD PRIOR PERIOD
LIABILITIES AND SHAREHOLDERS' EQUITY Footnotes 30 June 2007 31 December 2006
YTL FC Total YTL ¥C Tetal

L DEPQOSITS (5.2.1) | 16.079.772 | 17.401.545 | 33.481.317 [ 14.242.516 § 15.896,521 | 30.139.037
1L DERIVATIVE FINANCIAL LIABILITIES HELD

FOR TRADING {5.2.2) 403.993 5.884 409.877 219.766 3.136 222.902
1. FUNDS BORROWED (52.3) 565916 | 7.938.237 | 8.504.153 510,041 ¢ 7.380.364 | 7.890.405
v, INTERBANK MONEY MARKETS (5.2.4) 5,285,004 330.228 | 5.615.232 | 4.256.772 557,121 | 4.812.893
4.1 Interbank money market takings - - - - - -
4.2 Istanbul Stock Exchange money market takings - - - - - -
4.3 Obligations under repurchase agreements 5.285.004 330228 | 56152324 4.256.772 557.121 ] 4.813.893
V. SECURITIES ISSUED {Net) - - - - - -
5. Bills - - - - - B
5.2 Asset backed securities - - . - - -
53 Bonds - - - - .
VL FUNDS - - - - - -
VI, MISCELLANEOUS PAYABLES 1.628.124 43,483 | 1670607 | 1.310.410 15,420 1 1.326.830
VI, OTHER EXTERNAL RESOURCES PAYABLE (5.2.4) 10.727 237150 347.877 105.889 452.949 554.838
X, FACTORING PAYABLES - - - - - -
X. LEASE PAYABLES (Net) (5.2.5) 1,634 51459 53.093 298 44.440 44.738
10.1 Financial lease payables 1.803 54.974 56.777 336 49,341 49.677
10.2  Operational leasc payables - - - - - -
103 Others - - - - . -
104 Deferred expenses [ - ) 169 3.515 3.684 38 4,901 4.939
XL DERIVATIVE FINANCIAL LIABILITIES HELD

FOR RISK MANAGEMENT (5.2.6) - 4.769 4,769 - - -
1.1 Fair value hedges - - - - - -
11.2  Cash flow hedges - 4.769 4.769 - - -
11.3  Net forcign investment hedges - - - - - -
XIl,  PROVISIONS (5.2.7 486.447 17.810 504.257 413.046 14.083 127.129
121 General provisions 211.997 12.461 224.458 148,747 9.9 158.466
122 Restructuring reserves - - - - - -
123 Reserve for employec benefits 14%.000 - 149.000 128.818 - 128818
124 Insurance technical provisions (Net) - - - - - -
125 Other provisions 125.450 5.549 130.799 135.481 4.364 139.845
XHI.  TAX LIABILITY (5.2.8) 260.756 52 260.808 192.765 83 192.848
138 Current tax liability 260.756 52 260,808 192,765 85 192,848
13.2  Beferred tax Jiability - - - B . -
XIV. PAYABLES FOR ASSETS HELD FOR SALE (5.2.9} . - - - - -
XV. SUBORDINATED DEBTS (5.2.10) . 665,905 665.905 - - -
XV1. SHAREHOLDERS' EQUITY (5.2.11) 5.907.372 66.601 i 5.973.973 | 4.593.63) 76,662 1 4.670.293
16.1  Paid-in capital 2,100,000 -1 2.100.000 | 2.100.000 -1 2.100000
162 Capital reserves 797.227 64,566 861.793 738.533 74.485 813.024
16.2.1 Share premium - - - - - -
16,2.2  Share cancellation profits - - - - - .
16.2.3  Securities value increase fund 10.887 67.162 78.049 (10499 71.337 60.843
16.2.4 Revaluation surplus on tangible assets 29.864 - 29.864 2.147 - ALY,
16.2.5  Revaluation surplus on intangible assets - - - - - -
16.2.6 Bonus sharcs of associates, subsidiaries and joint-ventures 2.453 - 2.453 4.693 - 4.698
16.2.7 Hedging reserves (effective portion) -18.85) -2.59%6 -21.447 -30.366 3.148 -27218
16.2.8 Revaluation surplus on asseits held for sale . - - - - -
16,2,8  Other capital reserves 772874 - T72.874 T72.554 . 772554
16.3  Profit reserves 1.507.213 20351 1.509.248 691,429 2477 693 606
16.3.1  Lepal reserves 154.572 2.035 156.607 89.957 2177 92134
16,32 Status reserves - - - - - B
16.3.3 Lxtraordinary reserves 1.353.965 - 1.353.965 601,953 - 601,953
16.3.4  Other profil reserves -1.324 - -1.324 -481 - -181
164 Profit or loss 1.502.932 - 1502932 1.063.663 -] 1.063 663
16.4.1 Prior periods profitloss - - - - - -
16.4.2  Current period profivioss 1.502.932 -1 1.502.932 | 1.063.663 -1 1.063.663

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 30.729.745 | 26.763.123 | 57.492.868 | 25.846.134 | 24.440.779 | 50.286.913




(Convenience Transtation of Financial Statements Originally Issued in Turkish)

Tiirkiye Garanti Bankasi Anonim Sirketi

Off-Balance Sheet Items
At 30 June 2007

THOUSANDS OF NEW TIRKISH LIRA (¥ TL)
g . CURRENT PERIOD PRIOR PERIOD
OFF-BALANCE SHEET ITEMS Footnotes 30 June 1007 31 December 2006
YTI. FC Total YTL FC Tetal

A, OFF-BALANCE SHEET COMMITMENTS AND CONTINGENCIES (I+IT+I0, 11071655 | 16490203 | 37.561.85% 16579821 | 15402920 3195240
I GUARANTEES AND SURETIES {53.0045.3.3] 513917 7274866 | 10.738.79) 1.688.511 6 837,765 9.516.276
] Letters of guaraniee 3513804 4774922 § 288 N2e 2687 802 4§75 95 7263 763
111  Guarantees subject to State Tender Law 313417 192 2067 505624 26831 628922 897 100
112 Guarantees given for foreign trade operations 263,345 231871 502 084 255968 240821 156 78Y
113 Other lewsers of guarantee 2.937.042 4343 97¢ 7.281.01¢ 2163 462 2706212 SB6% 674
12 Bank acceptances 75 140213 140 288 ele 142,925 143 541
1.21  Impon lener of acceprance 5 132552 132.627 600 1413561 141 956
122 Otherbenk acceptances - 7.661 7661 16 | 349 | 533
13 Letters of credi 48 2.359.731 2359.77¢ 87 LTIBERS' 2 isem?
131  Documentary letters of credit - 2.502 2.502 - 108141 10819
1.32.  Otherlewers of credn 48 23137205 2357 B7 .. 108 074 . 2108 162
14 Guaranteed prefinangings - - - - -
15 Endorsements - - - - . | .
151 Endorsenents to the Central Bank of Turkey - - - - - -
1 3.2 Cther endorsements . - - - - -
K] Underwring commiiments - - - - -1 -
17 Factonn g related guaraniees - . - . - !
18 Other guanantees - - - - - -
19 Other sureties - - - - - -
1. COMMITMENTS 5300533 168272 1.926.47% 13.608.651 49.807.443 1.586,165 1 11.393.608
21 Irrevocable commitments 11.682.172 1.826 254 13 608.42¢ 9807 443 1L5BS 92" 1139336
211 Assel purchase commiiments A 622 396925 490547 146 776 158 B0y 305 582
212  Deposit purchase and sales commitments - - - - - -
213 Share capital i to iates and subsidiaries 250 - 250 250 - 250
214 Loan grznting commtments 2145334 357978 250351 1.825 65 164 oUn 2220657
215 Secunlies bokerage - - - - - -
216 Commeiments for reserve deposit sequarements . B - - . R
217 Commeiments for dheque payments 1.776 12¢ - 1 776 12¢ 1.528 934 - 1528981
218 Tax end fund oblig: on expon 0878 - 20878 19092 - 19 092
219  Commetmenis for credn card himis. 1577542 - 757154z 6 [34.98% . G134 964
2110 Recevables from “shor:” sale commitments on securities . - - - - -
2111 Payables from "shont” sale commitments on secunties . - - - - -
2112 Other urevocable commitments 7.217 [.168 351 | 239,564 15141 1.032422° 1183 835
22 Revocable commitments - 125 225 - 254 239
221 Revocable loan pranting commilments - - - - - -
222 Ouher revocable commitments - 225 228 . 23y 239
1, DERIVATIVE FINANCIAL INSTRUMENTS {830 5875556 T.283.858 13,164,419 4.083.567 697990+ 11.062.557
31 Denvative financial instruments held for risk managemen . 22542 22542 - 71071 7107
MY Farvalue hedges . - - - ) -
312 Cash flow hedges - 22.542 22542 - 7107+ 7107
31} Netforcign investment hedges - - - - - -
32 Trading denvabive: S.B75.55¢ 7.266.11¢ 13.141 872 4 083,567 €971, 843 1105545
321 Forward foreigh cummency purchascs/sales 79 267 B67.729 1.663.99¢ 356402 497.943 BS54 345
3211 Forward foreign currency purchases 587244 253.398 840642 235.78) 193 3631 420 |4¢
31212 Forward fareign currency sales 09023 614331 823354 120 614 304 Sk 425 194
322  Currency and interes rate swaps 3940 181 50323702 £972 53] 3380 7F 5 736.30C 9117 02x
3221 Currency swaps-purchases 185 Q3% 3931014 412208 28 567 4,392 0%+ 4420633
3222 Curmency swaps-saks 3,748 351 1079 60¢ 4828 157 3 346 03F 1,330 %42 4676933
3221 Inigrest iats swaps-purchases 1.422 T8N 936 ioln 6604 9674
3224 Interestime swaps-sales 5.16Y 7.858 13027 3n3 b&35 TR
323 Curfency, intefest rate and secuiiiy oplions 1.037.662 1.130 075 216773 309 4% 604 870 LIERY L
3231 Currency call optiens 340 662 664.73% I 603 401 50 763 333 Ma 334 e
3232 Currency pul options HE9 964 409 438 1 099 402 258.71 120 70T 379408
3231 Interest cate call options - - - - . -
3214 Interest raic pul options - - . - - -
3235 Secunty call opuons 7.041 42743 49784 - 65 742, 65 142
32146 Secunty put oprions - 13.1%9 13.15% . BanTy 81973
323 Currency futures o6 745 89.033 185 778 3693 JA 82K 71 o6
324 1. Currency furures-purchases 92194 - 92 199 36933 - 3691
1.242 Currency futures-sales 4 546 890313 03,579 - 34 82x 3382k
125 Interestrate futures - 52.160 $2 160 - - -
1251 Interest tate futures-purchases. - 26.080 26030 - -t -
3252 fInterest rate futures-sales - 26 080 26080 - - -
126 Others 469 94943 92,639 - 97913 974939
B, CUSTODY AND PLEDGED ITEMS (IV+V+V1) 146, 755579 | 143479860 | 2%0.185.739 | 118037822 | 116992949 LI
(A ITEMS HELD IN CUSTODY 31594016 14.376.626 51.970.642 18448814 1L.1801762 +1.230.636
41 Customers' secunities held 9394 5% 46063811 14.000.41( 1219 6% 4408.B0v 7628 564
42 Investment securities held in custody 22.569.932 1.576 65C 24.146.582 20 700 06+ 1926 158 21 626281
43 Chiecks racenved for collection 4468 975 498 359 4.967.134 J64hTH 178921, 402071
44 Comenercial notes receaved for collection 1130374 2019024 3.149.39F 864.143 I 862917 227 06C
48 Other assets received for coliecuon 6.143 $.347.333 5.353.47F % 3881 482 3 B61 532
46 Assets received through public offering - 20904 20904 . 20233 20233
47 Other items under custody 23591 307.545 131.53¢ 23 0% 321088 346275
43 Cuswdans - - - - - -
V. PLEDGED ITEMS 109.161,863 | 129.053.234 | 138.215.097 86.588.948 | 113511187 . 199.900.135
sl Secunines 200 047 - 200 047 207.080 - 207030
§2 Guaraniee noles 9876533 $ 083.451 14 960 384 7 5B4 02 4770 {91 12355443
§3 Commodities 157 - 157 237 - 27
54 Warranhes - - - - - .
58 Real eslates 10 26045L 7.010 551 17.271.01 7.915.604 soae s ! 13884200
56 Other pledged tems BB B2409%| 116958842 | 205782045 TGE6090¢ | 102 58649 173447304
57 Pledyed nems-depository 170 384 554 170 5623 0093
Vi CONFIRMED BILLS OF EXCHANCGE AND SURETIES - . - . B .

TOTAL OFF-BALANCE. SHEET ITEMS (A +B) 167.527.534 | 159920.063 | J2T.747.597 | 1D1617.343 | 14L95.86% 27311022
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(Conventence fransiafion of rinanciai Statemenis Uriginatly issued in 1 Urkisn}

Tiirkiye Garanti Bankasi Anonim Sirketi

Income Statement
For the Six-Month Period Ended 30 June 2007

THOUSANDS OF NEW TURKISH LIRA (YTL)

CURRENT PERIOD

PRIOR PERIOD

CURRENT PERIOD

PRIOR PERIOD

. ANTY EYPENGE TR o -
INCOME AND EXPENSE ITEMS Footmotes Six.month ended | Six-month ended | Three-month ended | Three-month ended
30 June 2007 30 June 2006 30 June 2007 30 June 2006
L INTEREST INCOME {54.1) 3.309.839 2.230.589 1.689.136 1.218.979
1 Interest income from loans 1.856.114 1.337.042 986,280 07.29%
1.2 Interest inceme from reserve deposits 85,102 51.688 43.295 29,696
1.3 Interest income from banks 11,174 45.898 52.097 26.348
1.4 Interest inceme from money marke! transactions 2.206 756 1.307 412
1.5 Interest income from securities portfolio 1.063.786 733220 526241 402,181
1.5.1  Trading financial assets 11,758 16.044 6.067 4.568
1.5.2  Financial assets valued at fair value through profit or loss - - - -
1.5.3  Financial assets available-for-sale 724,199 554.425 30347 276.534
1.5.4  Investments held-to-masurity 327.829 162,751 218.705 120,779
1.6 Financial lease income - - - -
1.7 Other interest income 191,457 61.985 76.914 53.044
. INTEREST EXPENSE {542} 245,539 1,322,474 1.036.426 734.472
2.1 Interest on deposits 1.433.324 1.036.134 725.99% 567.037
22 Interest an funds borrowed 252,140 171010 128.336 96.65)
2.3 Interest an money market transactions 345,298 113,259 179.586 70.020
24 Interest o securities issued . - - .
25 Other interest expenses 4777 2.071 2,506 764
. NET INTEREST INCOME (1-11) 1.264.300 908.115 652.710 184,507
v, NET FEES AND COMMISSIONS INCOME 616,550 500.795 310896 260,792
4.1 Fees and commissions received 817.681 637.461 422.351 335779
4.1.1  Cash loans 44.441 49171 22471 25.440
4.1.2  Non-cash loans 51,978 41.450 25,538 21.599
£.1.3  Others 721,463 546.840 3NN 288,710
1.2 Fees and commissiens paid 201,131 136.666 111,453 74,687
421 Cash loans 13.368 15.080 6.824 %150
4.2.2  Non-cash loans 162 134 86 ™
4,23 Others 187.601 121,432 104,545 06.763
Y. HVIDEND INCOME (5.4.3} 46.969 37.753 46,660 J1.150
VI NET TRADING INCOME/LOSSES (Net) (5.4.4) -51.002 27 -14.581 -50.703
6.1 Trading acenunt income/osses {Net) -43.840 87.750 -14.827 46.453
6.2 Foretgn exchange gains/losses {(Net) -1.162 -87.723 246 -97.156
Vil. OTHER QPERATING INCOME {5.4.5) 841.506 115.965 782,188 $2.960
VI, TOTALOPERATING PROFIT (IIFIV+VHVI+VI(]) 2.718.323 1.562.655 1.777.873 814.706
IX. PROYISION FOR LOSSES ON LOANS AND
OTHER RECEIYABLES (-} {5.4.6) 167.901 264,405 93,260 178.878
N, OTHER OPERATING EXPENSES (-) (5.4.7) 314.490 670,156 130.869 311833
XL NET OPERATING PROFIT/LOSS (VII-IX-X) 1,735,932 628.094 1.253.714 293,995
XL INCOME RESULTED FROM MERGERS - - - -
XL INCOMEAOSS FROM INVESTMENTS UNDER EQUITY
ACCOUNTING - - - -
X1V, GAIN/LOSS ON NET MONETARY POSITION - - - -
XV, PROFIV/LOSS BEFORE TAXES (XIH+X1+XIH+XIV) (5.4.8) 1.735.932 628.094 1.253.744 243,995
XVIL. PROVISION FOR TAXES (5.4.9) 233.000 119.117 128.300 37.049
16,1 Cuwment mx charge 254.226 67.534 152.5%4 -37.009
10,2 Deferred 1ax chargei{credit) 21226 51.583 -24.294 74.058
XYIL NET OPERATING PROFIT/LOSS AFTER TAXES (XV-XVI}| (54.10) 1.502.932 508,977 1125444 256,946
1.1 Discontinued operations - - - -
17,2 Others 1.502.932 508.9171 1.125.4 14 256,916
NVIIL NET PROFIT/LOSS (XV-XVI) (5.4.11) 1.502.932 508.977 1125444 256,946
EARNINGS PER SHARE (full YTL amount per YTL'000
face value each) 716 242 536 122
7
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(Convenience Translation of Financial Statements Originally Issued in Turkish)

Tiirkiye Garanti Bankasi Anonim Sirketi

Statement of Cash Flows
For the Six-Month Period Ended 30 June 2007

THOUSANDS OF NEW TURKISH LIRA (YTL)

STATEMENT OF CASH FLOWS Footnotes | CURRENT PERIOD PRIOR PERIOD
30 June 2007 30 June 2006

A CASH FLOWS FROM BANKING OPERATIONS

1.1 Operating profit before changes in operuting assets and liabilities 2,029,438 660.752
111 Interests received 3.170.963 1.962.963
1.1.2 Interests paid +1.931).308 -1.217.557
1.1.3  Dividend received 45,969 37.753
1.1.4  Fees and commissions received 317.681 500,795
1.1.5  Other income 1.401.340 29717
1.1.6  Colleciions from previcusly written-off loans and ather receivables 11.158 87.533
1.1.7  Payments to personncl and service suppliers -370.132 -586 464
1.1.8  Taxes paid -23.820 -148,990
1.1.9  Others -902.913 -
1.2 Changes in operating assets and liabilitics -2.207.473 1.139.592
1.2.1 Net (increase) decrease in financial assets held for irading 1N.605 -92.214
1.2.2  Nel (increase) deercasc in financial assets valued at fair value through profit or loss - -
123 Net (increase) decrease in due from banks and other financial institutions -1.023.533 - 164,254
124 Net (increase) decrease in loans -5.641.008 -8.277.320
1.2.5  Nel {increase) decrease in other agsets =791.781 524201
1.2.6 Net increase (decrease) in bank deposits 453,861 611,082
1.2.7 Net increase (decrease) in other deposits 2,864,201 3.726.695
[.2.8 Net increase (decrease) in funds borrowed 1,224,549 5436439
1.2.9  Net increase {decrease) in mutured poyables - .
1.2.19  Net increase {decrease) in other liabilities 691.633 421,725
I Net cash flow from banking operations -187.035 10644
B. CASH FLOWS FROM INVESTING ACTIVITIES

I, et cash flow from investing activities -735.049 -1.245.035
2.1 Cash paid for purchase of associates, subsidiaries and joint-ventures . -12.125
2.2 Cash obtained [rom sale of asseciates, subsidiaries and joint-ventures +53,238 29,458
23 Purchases of tangible assels «106,779 -56.486
2.4 Sales of tangiblc assets 10.402 259.034
2.5 Cash paid for purchasc of financial asscts available-for-saic -641.819 -3267.16
2.6 Cash obtained from sale of financial assets available-for-sate 3980216
27 Cash paid for purchase of investments held-to-maturity - -3.657.012
2.8 Cash obtained from sale of investments held-to-maturity 6,285 1.479.043
2.9 Others - -
C. CASH FLOWS FROM FINANCING ACTIVITIES

HI.  Netcash flow from financing activities 251209 -181.363
31 Cash obtained from funds borrowed and securitics issucd -

3.2 Cash used for repayment of finds borrowed and securities issued - -
33 Equity instruments issued - -
34 Dividends paid S21.319 -178 578
35 Payments for financial leases -31L.850 =2, 785
36 Others - -
I¥.  Eifect of change in foreign exchange rate on cash and cash equivalents 264695 -BH1.596
V. Net (decrease)increase in cash and cash equivalents (I+I1+111+1V) 904,698 -507.350
V1. Cash and cash equivalents ut beginning of period 2.987.300 2.848.20%
VIL  Cash and cash equivalents at end of peried (V+V1) 2,071,602 2,380,859
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Tiirkive Garanti Bankasi AS Convenience Translation of Financial Statements
Unconsolidated Interim Financial Report as of and for and Related Disclosures and Footnotes
the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3.1.1

{Thousands of New Turkish Lira (YTL))

3.1

3.1.1

3.2
3.2.1

Accounting policies

Basis of presentation

As per the Article 37 of “Accounting and Recording Rules” of the Turkish Banking Law No 5411
published on the Official Gazette no.25983 dated | November 2005 and became effective, the Bank
keeps its accounting records and prepares its unconsolidated financial statements and the related
footnotes in accordance with accounting and valuation standards described in “Regulation on
Accounting Applications for Banks and Safeguarding of Documenis™ published by the Banking
Regulatory and Supervisory Agency (BRSA) and in effect since | November 2006, Turkish
Accounting Standards (TAS), Turkish Financial Reporting Standards (TFRS) and the related
statements and guidances.

The accompanying unconsolidated financial statements are prepared in accordance with the
historical cost basis except for the securities at fair value through profit or loss, securities available
for sale, investments in associates and subsidiaries that are quoted on the stock =xchanges and assets
held for sale which are presented on a fair value basis. In BRSA’s Circular no. BDDK.DZM.2/13/-d-
5 on 28 April 2005, it was stated that as of January 2005, the majority of the criterias confirming the
existence of a hyperinflationary economy are not valid anymore, Accordingly, the inflation
accounting had been applied upto the end of 2004 and ceased beginning from 1 January 2005.

The accounting policies and the valuation principles applied in the preparation of the accompanying
financial statements are explained in Notes 3.2 to 3.24,

Additional paragraph for convenience translation to English

The differences between accounting principles, as described in the preceding paragraphs, and the
accounting principles generally accepted in countries, in which the accompanying financial
statements are to be distributed, and International Financial Reporting Standards (“IFRS™), may
have significant influence on the accompanying financial statements. Accordingly, the
accompanying financial statements are not intended to present the financial position and results of
operations in accordance with the accounting principles generally accepted in such countries and
IFRS.

Strategy for the use of financial instruments and foreign currency transactions

Strategy for the use of financial instruments

The liability side of the Bank’s balance sheet is intensively composed of shor-term deposits in line
with the general trend in the banking sector, In addition to deposits, the Bank has access to longer-
term borrowings via the foreign currency borrowings from abroad.

In order to manage the interest rate risk arising from short-term deposits, the Bank is keen on
maintaining floating rate instruments such as government bonds with quarterly coupon payments and
instruments like credit cards and consumer loans providing regular cash inflows.

The fundamental strategy to manage the liquidity risk is to expand the deposit base through
customer-oriented banking philosophy, and to increase customer transactions and retention rates. The
Bank’s widespread and effective branch network, advantage of primary dealership and strong market
share in the treasury and capital markets, are some of the effective tools in the realisation of this
strategy. For this purpose, serving customers by introducing new products and services continuously
and reaching the customers satisfaction are very important.




Tiirkive Garanti Bankasi AS Convenience Transiation of Financial Statements
Unconsolidated Interim Financial Report as of and for and Related Disclosures and Footnotes
the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3.1.1

(Thousands of New Turkish Lira (YTL))

3.2.2

3.3

3.4

Another influential factor in the management of the interest and liquidity risk on balance sheet, is
product diversification both on asset and liability sides.

Exchange rate risk, interest rate risk and liquidity risk are controlled and measured by various risk
management systems instantly, and the balance sheet is managed under the limits set by these
systems and the limits legally required. Asset-liability management and value at risk modcls, stress
tests and scenario analysis are used for this purpose.

Purchase and sale of short and long-term financial instruments are allowed within the pre-determined
limits to generate risk-free return on capital.

The foreign currency position is controlled by the equilibrium of a currency basket to eliminate the
foreign exchange risk.

Foreign currency transactions

Foreign exchange gains and losses arising from foreign currency transactions are recorded al
transaction dates. At the end of the periods, foreign currency assets and liabilities evaluated with the
Bank’s spot purchase rates and the differences are recorded as foreign exchange gain or loss in the
income statement except for foreign exchange gain/loss arising from the conversion of the net
investments in associates and subsidiaries in foreign countries into YTL.

Foreign currency differences arising from the conversion of the net investments in associates and
subsidiaries in foreign countries into YTL are classified as “securities value increase fund™ under the
shareholders’ equity. A non-derivative liability is designated as a hedge of net investment in foreign
operations and the Bank recognizes the effective portion of changes in the fair value of the hedging
instrument under the shareholders’ equity in “hedging reserves”.

In the currency conversion of the financial statements of the Bank’s foreign branches, the Bank’s
spot purchase rates are used for balance sheet items and average foreign currancy rates for income
statement. All foreign currency differences arising from this conversion, arz classified as “other
profit reserves” under the sharcholders’ equity.

Investments in associates and subsidiaries

The unconsolidated investments in associates and subsidiaries are accounted in accordance with the
Turkish Accounting Standard 39 (TAS 39) “Financial Instruments: Recognition and Measurement™.
Investments in companies quoted in organized markets and for which their fair values can be reliably
determined, are valued at their fair values. Qthers are valued at costs reduced by provisions for
impairment losses, if any, in the accompanying financial statements.

Forwards, options and other derivative transactions

The derivative transactions mainly consist of foreign currency and interest rate swaps, foreign
currency options and forward foreign currency purchase/sale contacts. The Bank does not have any
embedded derivatives.
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3.5

3.6

3.7
3.7.1

3.7.2

According to the Turkish Accounting Standard 39 (TAS 39) “Financial Instruments: Recognition
and Measurement”; forward foreign currency purchases/sales, swaps, options and futures are
classified “hedging purposes™ and *“trading purposes”. Derivatives are initially recorded in off-
balance sheet accounts at their purchase costs including the transaction costs. Subsequently, the
derivative transactions are valued at their fair values and the changes in their fair values are recorded
on balance sheet under “derivative financial assets” or “derivative financial liabilities™, respectively.
The subsequent fair value changes are recorded under the income statement for trading derivatives
and under the shareholders’ equity for hedging derivatives.

The spot legs of currency swap transactions are recorded on the balance sheet and the forward legs in
the off-balance sheet accounts.

Interest income and expenses

Interests are recorded according to the effective interest rate method (rate equal 1o the rate in
calculation of present value of future cash flows of financial assets or liabilities) defined in the
Turkish Accounting Standard 39 (TAS 39) “Financial Instruments: Recognition and Measurement™,

In case of an interest accrued on a security before its acquisition, the collect=d interest is divided
into two parts as interest before and after the acquisition and only the interest of the peried after the
acquisition is recorded as interest income in the financial statements,

The accrued interest income on non-performing loans are reversed and subsequently recognised as
interest income only when collected.

Fees and commissions

Fees and commissions received and paid, and other fees and commissions paid to financial
institutions are calculated according to either accrual basis of accounting or effective interest rate
method depending on nature of fees and commissions, incomes derived from agreements and asset
purchases from third parties are recognized as income when realized.

Financial assets
Financial assets at fair value through profit or loss

Such assets are valued at their fair values and gain/loss arising is recorded in the income statement.
Interest income earned on trading securities and the difference between their acquisition costs and
fair values are recorded as interest income in the income statement. In case of sales of such securities
before their maturity, the gains/losses on such sales are recorded under trading income/losses,

Investments held-to-maturity, financial assets available-for-sale and loans and receivables
Financial assets are initially recorded at their purchase costs including the transaction costs.
Investments held-to-maturity are financial assets with fixed maturities and pre-determined payment

schedules that the Bank has the intent and ability 10 hold until maturity, excluding loans and
receivables.

There are no financial assets that are not allowed to be classified as investments held-to-maturity for
two years due to the tainting rules applied for the breach of classification rules.

lnvestments held-to-maturity are recorded using discounting method with internal rate of return after
deducting impairments, if any. Interest earned on investments held-to-maturity are recognized as
interest income.
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3.8

3.9

Assets available-for-sale, are financial assets other than assets held for trading purposes, investments
held-to-maturity and loans and receivables.

Financial assets available-for-sale are measured at their fair values subsequently. However, assets for
which fair values could not be determined reliably are valued using discounting method with internal
rate of return for the ones with a fixed maturity; and using valuation models or discounted cash flow
techniques for the ones which do not have a fixed maturity. Unrecognised gain/losses derived (rom
the difference between their fair value and the discounted values are recorded in “sccurities value
increase fund” under the shareholders’ equity. In case of sales, the realized gain/losses are
recognized directly in the income statement.

Government bonds indexed to consumer price index and issued on 21 February 2007 are for five-
year maturity and with fixed real coupon rate of 5% semiannually. As per the statement made by the
Turkish Treasury on the date of issuance, such securities will be valued taking into account the
difference between the reference index at the issue date and the reference index at the balance sheet
date to reflect the effects of inflation.

Purchase and sale transactions of securities are accounted at delivery dates.

Loans and receivables are financial assets raised by the Bank providing money, commodity and
services to debtors.

Loans are financial assets with fixed or determinable payments and not quoted in an active market.

Loans and receivables are recorded at cost and valued using discounting method with internal rate of
return. The duties paid, transaction expenditures and other similar expenses on assets received
against such risks are considered as a part of transaction cost and charged to custoimers,

Impairment of financial assets

Financial asset or group of financial assets are reviewed at each balance sheet date to determine
whether there is objective evidence of impairment. [f any such indication exists, the Bank estimates
the amount of impairment.

Impairment loss incurs if, and only if, there is an objective evidence that the expected future cash
flows of financial asset or group of financial assets are adversely effected by an event(s) (“loss
event(s)”) incurred subsequent to recognition. The losses expected to incur due lo fulure events are
not recognized even if the probability of loss is high.

If there is an objective evidence that certain loans will not be collected, for such loans; the Bank
provides specific and general allowances for loan and other receivables classified in accordance with
the Regulation on ldentification of and Provision against Non-Performing l.oans and Other
Receivables published on the Official Gazette no.2633 dated 1 November 2006. The allowances are
recorded in the income statement of the related peried.

Netting of financial instruments

In cases where the fair values of trading securities, securities available-for-sale, securities quoted at
the stock exchanges, associates and subsidiaries are less then their carrying values, a provision {or
impairment is allocated, and the net value is shown on the balance sheet.

The Bank provides specific allowances for loan and other receivables in accordance with the
Regulation on Identification of and Provision against Nen-Performing Loans and Other Receivables.
The allowances are recorded under *loans™ as negative balances on the asset side.
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Otherwise, the financial assets and liabilities are netted off only when there is a legal right to do so.
3.10 Repurchase and resale agreements and securities lending

Securities sold under repurchase agreements are recorded on the balance sheet in compliance with
the Uniform Chart of Accounts. Accordingly, government bonds and treasury bills sold to
customers under repurchase agreements are classified as “Investments Subject to Repurchase
Agreements” and valued based on the Bank management’s future intentions, either at market prices
or using discounting method with internal rate of return. The funds received through repurchase
agreements are classified separately under liability accounts and the related interest expenses are
accounted on an accrual basis.

Securities purchased under resale agreements are classified under “interbank money markets”
separately. An income accrual is accounted for the positive difference between the purchase and
resale prices earned during the period.

3.11 Assets held for sale and discontinued operatiens

A tangible asset (or a disposal group) classified as “asset held for sale” is rneasured at lower of
carrying value or fair value less costs to sell. An asset (or a disposal group) is regarded as “asset
held for sale” only when the sale is highly probable and the asset (disposal group) is available for
immediate sale in its present condition. For a highly probable salc, there must be a valid plan
prepared by the management for the sale of asset including identification of possible buyers and
completion of sale process. Furthermore, the asset should be actively in the market at a price
consistent with its fair value.

A discontinued operation is a part of the Bank’s business classified as sold or held-for-sale. The
operating results of the discontinued operations are disclosed seperately in the income statement.
The Bank has no discontinued operations.

3.12 Goodwill and other intangible assets

The Bank's intangible assets consist of leaschold improvements, softwares, intangible rights and
pre-operating expenses.

Goodwill and other intangible assets are recorded at cost in compliance with the Turkish
Accounting Standard 38 (TAS 38) “Intangible Assets™.

The costs of the intangible assets purchased before 31 December 2004 are restated from the
purchasing dates to 31 December 2004, the date the hyperinflationary period is considered to be
ended. The intangible assets purchased afier this date are recorded at their historical costs. Assets
purchased before 2005 are amortised over their estimated useful lives on a straight-line basis. Since
| Januvary 2005, newly purchased assets are amortised based on the declining balance which is one
of the accelerated amortisation methods.

Estimated useful lives of the Bank’s intangible assets are 5-15 years, and amortisation rates are
6.67-20%.

If there is objective evidence of impairment, the asset’s recoverable amount is estimated in
accordance with the Turkish Accounting Standard 36 (TAS 36) “ Impairment of Assets™ and if the
recoverable amount is less then the carrying value of the related asset, a provision for impairment
loss is made.
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3.13

3.14

Tangible assets

The cost of the tangible assets purchased before 31 December 2004 are restated from the purchasing
dates to 31 December 2004, the date the hyperinflationary period is considered to be ended. The
tangible assets purchased after this date are recorded at their historical costs.

Tangible assets are recorded at cost in compliance with the Turkish Accounting Standard 16 (TAS
16) “Tangible Assets™.

If there is objective evidence of impairment, the asset’s recoverable amount is estimated in
accordance with the Turkish Accounting Standard 36 (TAS 36) * Impairment of Assets” and if the
recoverable amount is less then the carrying value of the related asset, a provision for impairment
loss is made.

Gains/losses arising from the disposal of the tangible assets are calculated as the difference between
the net book value and the net sales price.

Maintenance and repair costs incurred for tangible assets, are recorded as expernse.
There are no restrictions such as pledges, mortgages or any other restriction on tangible assets.

There are no changes in the accounting estimates that are expected to have an impact in the current
or subsequent periods.

The depreciation rates and the estimated useful lives of tangible assets are:

Tangible assets Estimated useful Depreciation Rates (%) Depreciation Rates (%)
lives {years) from 1 January 2005 hefore 1 January 2005

Buildings 50 4 2

Vaults 20-50 4-10 2-5

Motor vehicles 5-7 30-40 13-20

Other tangible assets 4-20 10-50 5-25

Tangible assets purchased before 2005 are depreciated over their estimated useful lives on a straight-
line basis from the date of their acquisition. Since | January 2005, newly purchased tangible assets
are depreciated based on the declining balance which is one of the accelerated depreciation methods.

The depreciation of an asset held for a period less than a full financial year is calculated as a
proportion of the full year depreciation charge from the date of acquisition to the financial year end.

Leasing activities

The maximum period of the leasing agreements is 4 years. Leased assets are recognized by recording
an asset or a liability. In the determination of the related asset and liability amounts, the lower of the
fair value of the leased asset and the present value of leasing payments is considered. Financial costs
on leasing agreements are expanded in lease periods at a fixed interest rate.

In cases where leased assets are impaired or the expected future benefits of the assets are less than
their book values, the book values of such leased assets are reduced to their net realizable values.
Depreciation for assets acquired through financial leases is calculated consistently with the same
principle as for the tangible assets.

[n operating leases, the rent payments are charged to the statement of operations in equal
installments.
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3.15

3.16

3.17

Provisions and contingent liabilities

in the financial statements, a provision is made for an existing commitment resulted from past events
if it is probable that the commitment will be settled and a reliable estimate can be made of the amount
of the obligation. Provisions are calcutated based on the best estimates of management on the
expenses 1o incur as of the balance sheet date and, if material, such expenses are discounted for their
present values. If the amount is not reliably estimated and there is no probability of cash outflow
from the Bank to settle the liability, the related liability is considered as “contingent™ and disclosed in
the notes to the financial statements.

Provisions made during the period are recorded under “provision for losses on loans and other
receivables™; provisions that were booked in the prior periods and released in the current year are
recorded under “other operating income™.

Contingent assets

The centingent assets usually arise from unplanned or other unexpected events that give rise to the
possibility of an inflow of economic benefits to the Bank. If an inflow of economic benefits to the
Bank has become probable, then the contingent asset is disclosed in the footnotes to the financial
statements. If it has become virtually certain that an inflow of economic benefits will arise, the asset
and the related income are recognized in the financial statements of the period in which the change
occurs.

Obligations of the Bank concerning employce rights

As per the existing labour law in Turkey, the Bank is required to pay certain amounts to the
employees retired or fired except for resignation or misbehaviours.

The Bank reserved for employee severance indemnities in the accompanying financial statements
using actuarial method in compliance with the Turkish Accounting Standard 19 (TAS 19) “Employee
Benefits”.

The major actuarial assumptions used in the calculation of the total liability are as follows:

3t June 2007} 31 December 2006
Discount Rate 571 % 571 %
_Expected Rate of Salary/Limit Increase 5.00% 5.00%
Estimated Employee Tumover Rate 525% 5.25%

The Bank provided for undiscounted shori-term employee benefits earned during the financial
periods as per services rendered in compliance with TAS 19.

The employees of the Bank are the members of “Tiirkiye Garanti Bankasi Anonim Sirketi Memur ve
Miistahdemleri Emekli ve Yardim Sandipi Vakfi” (the Fund) established as per the temporary article
n0.20 of the Social Security Law no.506.

As per the letter of the Ministry of Employement and Social Security no.55723 dated 9 November
2006, the temporary Article no.23 of the Turkish Banking Law no.5411 and the temporary Article
no.6 of the Law no.5502 dated 16 May 2006, the Board of Ministry of Turkey has agreed on 30
November 2006 by the Decree of Board of Ministries no. 2006/1 1345 that the Decree on the transfer
of pension funds similar foundations subject to the temporary article no.20 of the Social Security Law
n0.506 together with their members and the persons who are paid under insurance coverage for
disablement, old-age and mortality and their right-holders to Social Security Foundation (SSF) will

take place.
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3.18
3.18.1

As per the Article n0.9 of the related Decision of Board of Ministries;

The discounted liability for each fund in terms of the persons transferred as of the transfer date,
including the contributors left the fund, should be calculated by taking the revenues and expenditures
of funds into account under the Law no.506 as follows:

a) The technical interest rate to be used for the actuarial calculation is 10.24% calculated as the
nominal interest rate at the issue date of the longest-maturity discounted New Turkish Lira-
denominated government bonds as of 30 June 2005, as adjusted to real interest rate using the year-
end inflation target based on the consumer price index declared in the Mecium-Term Program of
the Turkish Government.

b} Mortality table “CSQ 1980 female and male lifetime tables” will bz used for death-age
assumptions.

¢) Estimated premium payments (including insurance premiums for illness) made by contributors of
the fund after the date of transfer of the fund (i.e. active members and persons making volantary
premium payments) up to the date they are entitled to receive salary or income as per the Law
no.506 are taken into account as revenue in the calculation of discounted value of the fund.

The technical financial statements of the Fund are audited by the certified actuary according to the
Article n0.38 of the Insurance Law and the “Actuaries Regulation™ issued as per this Article. As per
the actuarial report dated 12 February 2007 and prepared in compliance with the principles explained
above, there is no technical or actual deficit determined which requires provisicn against.

On 2 November 2005 the President had applied to the Constitutional Court for annulment of cerain
statements of the related Article of the Turkish Banking Law no.5411 related with the transfer of
funds to SSF. By the decision of the Constitutional Court no.E.2005/39, K.2007/33 dated 22 March
2007 as published in the Official Gazette n0.26479 dated 31 March 2007, the related Atticle was
annulled and its execution was aborted as of the publication date of this decision.

Taxation

Corporate tax

In accordance with Article No. 32 of the new Corporate Tax Law no.5520 published in the Official
Gazette n0.26205 dated 21 June 2006, the corporate tax rate is reduced from 30% 10 20%.
Accordingly, effective from 1 January 2006, statutory income is subject to corporate tax at 20%.
This rate is applied to accounting income modified for certain exemptions (like dividend income)
and deductions (like investment incentives), and additions for certain non-tax deductable expenses
and allowances for tax purposes. If there is no dividend distribution planned, no further tax charges
are made.

Dividends paid to the resident institutions and the institutions working through local offices or
representatives are not subject to withholding tax. As per the decision no.2006/10751 of the Council
of Ministers published in the Official Gazette no.26237 dated 23 July 2006, certain duty rates
included in the articles no.15 and 30 of the new Corporate Tax Law no.5520 arc revised,
Accordingly, the withholding tax rate on the dividend payments other than the ones paid to the
nonresident institutions generating income in Turkey through their operations or permanent
representatives and the resident institutions, increased to 15% from 10%. In apglying the withholding
tax rates on dividend payments to the nonresident institutions and the individuals, the withholding
tax rates covered in the related Double Tax Treaty Agreements are taken into account. Appropriation
of the retained earnings to capital is not considered as profit distribution and therefore is not subject
to withholding tax.
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3.18.2

3.19

3.20

The prepaid taxes are calculated and paid at the rates valid for the earnings of the related years. The
prepayments can be deducted from the annual corporate tax calculated for the whole year earnings.

In accordance with the tax legislation, tax losses can be carried forward to ofiset against future
taxable income for up to five years. Tax losses cannot be carried back to offset profits from previous
periods.

In Turkey, there is no procedure for a final and definite agreement on tax assessments. Companies
file their tax returns with their tax offices by the end of 25" of the fourth month following the close
of the accounting period to which they relate. Tax returns are open for five years from the beginning
of the year that follows the date of filing during which time the tax authorities have the right to audit
tax returns, and the related accounting records on which they are based, and may issue re-
assessments based on their findings.

Effective from i January 20006, the article 2 of the Law n0.5479 published in the Official Gazette
dated 8 April 2006 with n0.26133 and the article 19 of the Income Tax Law that used to regulate the
investment incentives are abolished. However, the provisional article 69 added to the Income Tax
Law through this law regulates the transition period in application of investment incentives.

Deferred taxes

According to the Turkish Accounting Standard 12 (TAS 12) “Income Taxes”; <leferred tax assets and
liabilities are recognized, using the balance sheet method, on all taxable temporary differences
arising between the carrying values of assets and liabilities in the financial statements and their
corresponding balances considered in the calculation of the tax base, except for the differences not
deductible for tax purposes and initial recognition of assets and liabilities which affect neither
accounting nor taxable profit.

If transactions and events are recorded in the income statement, then the related tax effects are also
recognized in the income statement. However, if transactions and events are recorded directly in the
shareholders’ equity, the related tax effects are also recognized directly in the shareholders’ equity.

The deferred tax assets and liabilities are reported as net in the financial statements.

Funds borrowed

The Bank generates funds from domestic and foreign sources when this is necessary. The funds
borrowed from foreign sources are mainly in the form of syndications and securitizations. The funds
borrowed received are recorded at their purchase costs and discounted by using the internal rate of
return.

There are no convertible bonds or any other securities issued.

Shares and share issuances

None.
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3.21

3.22

3.23

Confirmed bills of exchange and acceptances

Confirmed bills of exchange and acceptances are realized simultaneously with the customer
payments and recorded in off-balance sheet accounts as possible debt and commitment, if any.

Government incentives

As of 30 June 2007, the Bank does not have any government incentives or aids.

Segment reporting

The Bank operates in corporate, commercial, small business, retail and investment banking.
Accordingly, the banking products served to customers are; custody services, time and demand
deposits, accumulating deposit accounts, repos, overdraft facilities, spot loans, foreign currency
indexed loans, consumer loans, automobile and housing loans, working capital loans, discounted
bills, gold loans, foreign currency loans, eximbank loans, pre-export loans, ECA covered financing,
letters of guarantee, letters of credit, export factoring, acceptance credits, draft facilities, forfaiting,
leasing, insurance, forward, futures, salary payments, investment account (ELMA), cheques, safety
boxes, bill payments, tax collections, payment orders. GarantiCard, BonusCard, Shop&Miles,
American Express, BusinessCard credit cards and Maestro ve Electron Garanti24 cards are available
under the brand name of Visa and Mastercard.

The Bank provides service packages to its corporate, commercial and retail customers including
deposit, loans, foreign trade transactions, investment products, cash management, leasing, factoring,
insurance, credit cards, and other banking products. A customer-oriented branch network has been
built in order to serve customers’ needs effectively and efficiently. The Bank also utilizes alternative
delivery channels intensively.

The Bank provides corporate banking products to international and national holdings in Turkey by
coordinating regional offices, suppliers and intermediaries, utilizing crogs-selling techniques.
Mainly, it provides services through its commercial and mixed type of branches to export-revenue
earning sectors like tourism and textile and exporters of Turkey's traditional agricultural products.

Additionally, the Bank provides “small business™ banking service to enterprises in retail and service
sectors. Products include overdraft accounts, POS machines, credit cards, cheque books, TL and
foreign currency deposits, investment accounts, internet banking and call-center, debit card, and bill
payment.

Retail banking customers form a wide-spread and sustainable deposit base for the Bank. Individual

customers’ needs are met by diversified consumer banking products through branches and alternative
delivery channels.
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Information on the business segments is as follows as of 30 June 2007;

) Retail Corporate i [nvesment ! Other i Teotal
Current Period Banking Banking Banking ! Operations
Total Qoeratine Profit. [ 871171 657348 3147790 . 63731 | 1.907.029 |
_Other - - - 764325 | 764.325 |
I Total Onerating, Profit 871.171 657.348 314.779 R28.056 . 2.671.354
|_.Net Operating Profit 519.661 441.367 291.585_ 436.350 1.688.963
Income from Assoctatcs, Subsidiaries and i i i 46,969 16.969
_Joint-Ventures o e
Net Operating Proft _519.6061_1 441.367 . __291.585 483319 | _1.735.932_]
_.Provision for Taxes R, = =)~ 233000 233.000
[Net Profit _.519.661... 441367 1. 290585 ... 250310 L.502.932
Sevment Assels 11.775.379 21225374 21694326 2.200,293 ___56.895.372 |
Investments in Associates, Subsidiaries and i i ) 597,496 | 597,496
Joint-Ventures
Undistributed [tems - - - . -
Total Assets 11,775.379 21225374 21.694.326_1__ _2.797.78_ 57.492 868
| Seement Liabilities 22.043.885 11.250.454 16.726.692_1_ 997.864 51.518.895
_Sharcholders’ Eauity - p - 5.973.973 | 5.973.973 |
Undistribwted Jtems | g : i . -
'Total_Liabilities and_Shbarcholders’ Eauity | 22.043.885_L  11.750.454. 1 16.726.692 | 6971837 §7.492.868
(Hher Segment Items . P S e
_Canital Expenditure I AN Yt B - - —_— =]
Penreciation Expenses e - : b 78971 78971
| Imnairment Losses . . 1238 165663 | 167.00
Other Nen-Cash Income/Exnenses 67.031 16.090 -177.838_ -65.354 -161.07} |
Restructuring Costs - - - - -

3.24 Other disclosures

3.24.1 Disclosures for the first-time adoption of Turkish Accounting Standards

The accounting principles and valuation methods used in the preparation of the prior period financial
statements are revised as explained in Note 3.1 in compliance with Turkish Accounting Standards
and Turkish Financial Reporting Standards as per the communiqué no.] “Frame for Preparation and
Presentation of Financial Statements” of the Turkish Accounting Standards Board published on the
Official Gazette no.25702 dated 16 January 2005. In compliance with the Turkish Accounting
Standard 8 (TAS 8) “Accounting Policies, Changes in Accounting Estimates and Errors”, the
adjustments net of deferred tax effects made to the financial statements of the prior period are
summarized below.

Securities Value | Net Profiv/Loss | Prior Periods’ | Sharcholders’
o Increase Fund | Current Period] Profifloss | Equity
Reported Balances as of 31 December 2005 194,131 708,394 459,041 . 3.899.624
Reserve for Emplovee Severance Indemnities - -8.576 -9.805 . -18.381
Provision for Short-Term Employee Benefits - 6.198 :23290 ;| 29488
Provision for Promotion Expenses of Credit Cards - -3.301 7as L 11046
Exchange Rate Diffe l tments i
f . ge ac. 1 t.n:ncclm? rlwcs men. in 109243 30,967 78.276 -
Foreign Associates, Subsidiaries and Joint-Ventures
Adjusted Balances as of 31 December 2005 84,888 721,286 496,477 3,840,709
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Net Profit/Loss | Sharcholders’
Current Period Equity
|Reported Balances as of 30 June 2006 508,510 3,910,480
Reserve for Employee Severance [ndemnities -1.003 -19,384
Provision for Short-Term Employee Benefits -802 -30,290
Provision for Promotion Expenses of Credit Cards 2272 1 . -8774_
Bonus Shares of Associates, Subsidianes and
Joint-Ventures | ) . _:6'833
lAdjusted Balances as of 30 June 2006 ! 508,977 3,845,156

3.24.2 Other reclassifications

The foreign exchange losses of YTL 3,683 thousands on the principal of foreign currency-indexed
loans, is reclassified from “other operating expenses” to “foreign exchange losses™; and the foreign
exchange gains of YTL 229,235 thousands and YTL 164,920 thousands on the foreign currency-
indexed loans and securities respectively from “other operating income” to “foreign exchange gains”

as of 30 June 2006,
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4

4.1

4.1.1

Financial position and results of operations

Capital adequacy ratio
The Bank's unconsolidated capital adequacy ratio is 15.00%.
Risk measurement methods in calculation of capital adequacy ratio

Capital adequacy ratio is calculated within the scope of the “Regulation regarding Measurement and
Assessment of Capital Adequacy Ratios of Banks™ published in Official Gazetie no.26333 dated |
November 2006.

In calculation of capital adequacy ratio, the accounting records prepared in compliance with the current
legislation are used.

The items deducted from the capital base are not included in the calculation of risk weighted assets. In
calculation of risk weighted assets, impairments, depreciation and amortisation, and provisions are
considered as deduction items.

In the calculation of their risk-based values, non-cash loans are weighted after netting with specific
provisions that are classified under liabilities and calculated based on the “Regulation on ldentification of
and Provision against Non-Performing Loans and Other Receivables”. The net amounts are then
multiplied by the rates stated in the Article 5 of “Regulation regarding Measurement and Assessment of
Capital Adequacy Ratios of Banks”.

In the calculation of the risk based values of the derivative financial instruments, such instruments are
weighted and classified according to the related risk groups afler being multiplied by the rates stated in
the Article 5 of “Regulation regarding Measurement and Assessment of Capital Adequacy Ratios of
Banks”.
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4.1.2 Capital adequacy ratio

Convenience Transiation of Iinancial Statements

and Related Disclosures amd Footnotes
Originally Issued in Turkish, See Note 3.1.1

Risk Weightings i
0% 20% | 50% 100%
Value at Credit Risk . _
Balance Sheet [tems (Net) _ 20,756,243 2,487,908 | 6,458,015 (27,289,918
Cash on Hand 291,080 8,338 - -
Securilies in Redemption - - - .
Balances with the Central Bank of Turkey 1,189,548 - -
Do!r;:-ziti:l:snd Foreign Banks, Foreign Headoffices and i 539,302 - 1331871
interbank Money Market Placements - L T
Receivables from Reverse Repurchase Agreements - - - b .
Reserve Deposits 3,546,633 - N
Loans 2,524,040 245313 | 6,391,120 {23.031,066
Loans under Follow-Up (Net} - £ 268467
Lecase Receivables - 0 I
Financial Assels Available-for-Sale 8,057.376 1,467,000 - _224.885
Invesiments Held-to-Maturity 4,285,771 - - -
Receivables from Term Sale of Assets - - 1256922
Misccllaneous Receivables 76 - - 93,117
Accrued Interest and Income 796,645 45,437 66.£95 524910
]nss:::‘:::-t:ss l(t;]i\gsomatcs, Subsidiaries and Joint i i i 53—7:03-
Tangible Assets (Net) - - 1925479
Other Asscts 65,072 182,428 - 34123
Off-Balance Sheet ltems 209,734 4,173,932 | 1,164,386 | 5,790,520
Non-Cash Loans and Commitmenls 209,734 4,029,448 1,164,586 , 5.778.855
Derivative Financial Instruments - 144 484 - 111665
Non-Risk-Weighted Accounts - - i
Total Risk-Weighted Assets 20,965,977 6,061,840 | 7,622,401 33,080,438

4.1.3 Summary information related to capital adequacy ratio

Current Period Prior Period
Value at Credit Risk 38,224,007 31,465,572
Valuc at Market Risk * 815,713 ! 303,300
Value at Operational Risk 4,270,571 -
Sharcholders™ Equity 6,496,246 4,528,326
Sharcholders’ Equity/ {(VaCR+VaMR+VaOR}* 100 (*) 15.00% 14.25%
(*) VaCR: Value a1 Credit Risk
VaMR: Valuc at Market Risk
VaOR: Value at Operational Risk
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4.1.4 Components of shareholders’ equity items
Current Period| Prior Period
CORE CAPITAL T I
Paid-in Capital ' 2.100.000 -~ 2.100,000
Nominal Capital l 2,100,000 . 2,100,000 |
Capital Commitments (-) - .
Capital Reserves from Inflation Adjustments to Paid-in Capital 772.554 772,554

Share Premium

Share Cancellation Profits

Logal Reserves e AS660T 92130
I. Legal Reserve {Turkish Commercial Code 466/1) 137.817 84.776
11 Lcgal Reserve (Turkish Commercial Code 466/2) 18,790 F 7.35{;-

Reserves allocated as per Special Legislations {

Status Reserves ! o .

Ixtraordinary Reserves | 1.333.965 601.953-:
Reserve allocated as per the Decision held by the General Assembly 1.353.965 601.953

" Retained Eamings

:_/_\ccjnulalcd Losses
Exchange Rate Differences on Foreign Currency Capital

Reserves from Inflation Adjustments to Legal, Siatus and Extraordinary Reserves

Profit 1,502,932 1.063.663

) Current Period Profit | 1,502,932 | 1.063.663
Prior Periods Profit - -

Provision for Possible Losses (upto 25% of Core Capital) 32.000 30.00E)W

Income on Sale of Equity Shares and Real Estates to be used up for Capital Increase 27,717 N

Primary Subordinated Debt (upto 15% of Core Capital)

l.oss excess of Reserves (<)

Current Period lLoss

Prior Periods Loss

|caschold [mprovements (-) 63,999 57.100
Prepaid Expenses (-) 193,731 146.106
[Intangible Assels {-) 9.156 10.618

Deferred Tax Asset excess of 10% of Core Capital (-}
[.imit excesses as per the 3rd Paragraph of the Anicle 56 of the Banking Law {-)

I'otal Core Capital 5.915,775 1,660,304
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4.2

4.3

SUPPLEMENTARY CAPITAL 1 N B
(General Provisions 1 224,457 | 158,466 |
45% of Revaluation Surplus on Movables ! - .
k5% of Revaluation Surplus on Immovables ; 966 : 966
e 18 S84 141 i A48t 1 e A e 18888 1 1 e 8 = i revemnm oo erde it
Bonus shares of Associates, Subsidiaries and Joint-Ventures ! 2.453 4.698
Hgmg Reserves (effective portion) o | _;1:447 '-- o -.27‘213
f;;imary Subordinated Debt excluding the Portion included in Core Capital o -
Secondary Subordinated Debt 652,000 -
5% of Securities Value Increase Fund 35,122 27,379

Associates and Subsidiaries -31,189 -32,066

Investment Securilies Available for Sale 66,311 59445
[Other Reserves -1.004 481
Total Supplemantary Capital 892,547 i ' l?.’;,Slll
TIER 111 CAPITAL T ]
ICAPITAL 6,838,322 4,824,114
DEDUCTIONS FROM CAPITAL 142.076 205,788
Unconsolidated investments in Entitics {domestic/foreign) operating in Banking and 4| s T 4|8

Financial Sectors at 10%o0rmore | V]
Investments in Entities (domestic/foreign) operating in Banking and Financial Sectors at
| less than 10% exceeding 10% or more of the Total Core and Supplementary Capitals I
Ioans to Banks, Financial Institutions (domestic/foreign) or Qualified Shareholders in

the form of Secondary Subordinated Debts and Debt Instruments purchased from - R
.. Such Parties qualified as Primary or Secondary Subordinated Debts i
Loan granted to Customer against the Articles 50 and 51 of the Banking Law . .
INet Book Values of Immovables exceeding 50% of the Capilal and of Assets ‘ !

Acquired against Overdue Receivables and Held for Sale as per the Article 57 i 14772 | 81.546

of the Banking Law but Retained more than Five Years ; ' :
s e — i et ]
TOTAL SHAREIIOLDERS® EQUITY i 6,496,246 4,528,326

Credit risk

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks”.

Market risk

The Bank has defined its risk management procedures and has taken necessary precaution in order to
avoid market risk, in compliance with “Regulation on Bank’s Internal Control and Risk Management
Systems” and “Regulation on Measurement and Assessment of Capital Adequacy Ratios of Banks”
published in Official Gazette no. 26333 dated 1 November 2006.

Being exposed to market risk, the Bank’s Board of Directors has identified risk management strategies
and policies considering the suggestions by the Executive Risk Commitee and has pursued the application
of these strategies periodically. Considering the existing major risks, the Bank’s Board of Directors
determines and revises the risk limits, when necessary. The Board of Directors ensures that the risk
management group and the executive management are taking necessary action in identifying, measuring,
contrelling and managing several risks.
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Market risks arising from trading transactions are measured by internal risk measurement model using
value at risk (VaR) methodology. VaR is calculated by three different methods, namely historical
simulation, monte carlo simulation and parametric method. Market risk arising from maturity mismatches
of assets and liabilities is calculated through the assets-liabilities risk measurement model.

The periodical stress testing and scenario analysis support the above mentioned measurements.
Traditional risk measurement methods such as cash flow projection, duration and variance analysis arc
also used.

The capital need for general market risk and specific risks is calculated using the standart method defined
by the “Regulation on Measurement and Assessment of Capital Adequacy Ratios »f Banks™ and reported
monthly.

4.3.1 Value at market risk
Amount
1) Capital Obligation against General Market Risk - Standard Method i 55,549
I1) Capital Obligation against Specific Risks - Standard Method . 257
HI) Capital Obligation against Currency Risk - Standard Method i 2,910
iV) Capital Obligation against Stocks Risks - Standard Method I -
(V) Capital Obligation against Exchange Risks - Standard Method i* -
V1) Capital Obligation against Market Risks of Options - Standard Method ! 6.541
V11} Capital Obligation apainst Market Risks of Banks applying Risk Measurement Models i -
(V1) Tatal Capital Obligations apainst Market Risk (I+1HHI+IV+V+V]) 65,257
KIX) Value-At-Market Risk ((12.5*VIID or (12.5*VII}) 815,713
4.3.2 Monthly average values at market risk
Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.
4.4 Operational risk
The value at operational risk is calculated according 1o the basic indicator approach as per the Article {4
of “Regulation regarding Measurement and Assessment of Capital Adequacy Ratios of Banks™.
The annual gross income is composed of net interest income plus net non-interest income at year end.
This is increased by provisions, operating expenses including fees paid to outsourcing service providers,
reduced by realised gains/losses from the sale of securities available-for-sale and held-to-maturity and
extraordinary income and income derived from insurance claims.
31 December 2004 | 31 December 2005 | 31 December 2006
(1) Net Interest Income 1287786 | 1674660 1.901.806
KL} Net Non-Interest Income ___ _-837.236 -966,266 -838.143
Kl Provisions 459,046 623.338 627.191
(IV) Operating Expenscs 1574384 1,140,054 } 1.268.909
(V) Guin/Loss on Securities Available-for-Sale and Held-to-Maturity 61426 | 55676 | -S0.081
(VD) Extraordinary Income -584904 -131.408 -199.120
VIl Gross Income (141 +HI+]V+V-VI-VI]} | 1,837,650 2,284,702 2,710,362
(VII]) Average Gross Income (Total Gross Income/3) | e 2ITIEIE
1X) Value at Operational Risk (Av. Gross Income x 15% x 12.5) 4,270,571
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4.5

Foreign currency exchange rate risk

Foreign currency position limit is set in compliance with the legal standard ratio of net foreign currency
position. As of 30 June 2007, the Bank’s net ‘on balance sheet’ foreign currency short position amounts
to YTL 2,202,942 thousands {31 December 2006: YTL 2,825,652 thousands), net ‘off-balance sheet’
foreign currency long position amounts to YTL 2,181,991 thousands (31 December 2006: YTL 2,829,902
thousands), while net foreign currency short position amounts to YTL 20,951 thousands (31 December
2006: YTL 4,250 thousands, a net foreign currency long position).

The Bank’s foreign currency position risk is measured by “standard method” and “value-at-risk (VaR)
model”. Measurements by standard method are carried out weekly, whereas measurements by “VaR™ are
done daily.

The Bank’s effective exchange rates at the date of balance sheet and for the last five working days of the
period announced by the Bank in YTL are as follows:

USS EUR  Yen (100} GBP

The Bank's foreign currency purchase rates at balance .

1,3040 1,7627 1,0567 26159
sheet date
Foreign currency rates for the days before balance sheet
date;
Day 1 1,3040 1,7619 10565 2.6156
Day 2 1.3150 1,7706 1.0691 2.6330
Day 3 1,3240 1. 7787 1LOBI10 2.6434
Day 4 1,3180 },7742 1,0707 2.6350
Day 5 1,3150 1,7698 1,0629 2.6263
Last 30-day arithmetical average rates 1,3155 1,7648 10721 2,6117
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Currency risk:

Convenience Translation of Financial Statements

and Related Disclosures und Footnotes

Originally Issued in Turkish, See Note 3.1.1

Euro US§ Yen Cither FCs Total
Current Period
Assels
Cheques)sn Dales wit he Cent Bank af Tukey| ¥193772 | 61928 | 7% | a0
Banks and Other Financia! [nstitutions 194,312 1,064,262 16,917 32470 1.307.961
Financial Assets at Fair Value through Profit/Loss 21,735 68,177 15 3t 89,958
Interbank Money Market Placements = - - L '_L___‘_.. =
Financial Assets Available-for-Sale 60,658 | 4,214,310 - - 4274968
l.oans 5,018,898 9,210,779 25.272 196,978 [ 14,451,927
In\;;sl::;t:us in Associates, Subsidiaries and Joint- 284.859 36.610 i i i 321,469
Investments Held-to-Maturity 6,656 744.099 - - i; 750&5_
[Derivative Financial Assets Held for Risk Management ] 3,362 . - 1,362
Tangible Assets - 494 - 674 | 168
Intangible Assets - 124 - | 79 203
Other Assets 11,389 50,179 - 306 62.374
Total Assets 8,742,279 | 15,457,324 42,448 | 238374 | 24480425
Liabilities i 1‘
Efirl!c__Deposils 92,190 358,331 43 372,714 488.278
Foreign Currency Deposits 5,816,830 10,513,043 68,329 447070 16,845,272
Interbank Money Market Takings - 330,228 - - 330.228
Other Fundings 1,649,924 6,952,740 1.478 - 8.604.142
Securities Issued - - - - -
Miscellaneous Payables 24,080 | 19299 16 88 ' 43483
l)i;:f:;gcr;lel:ldncml Liabilities Held for Risk i 4769 ) i 4,769
Other Liabilities (*) 98,063 194,933 2,674 71,525 E 367,195
Total Liabilities 7,681,087 | 18,373,343 72,540 556,397 26,683,367
Net *On Balance Sheet’ Position 1,061,192 -2,916,019 -30,092 -318,023 -2,202,942
Net *Off-Balance Sheet' Position -1,084,555 2,888,955 26,675 350,916 2,181,991
Derivative Assels 168,164 4,296,875 51.852 451.585 4968476
mB&riJali\'e Liabilitics 1,252,719 1,407,920 25177 100,669 2,786,485
Non-Cash Loans - - - - o
Prior Period I
Igia!_.»‘_\_ssets 8,225,075 13,117,659 16,188 176,743 21,535,665
Total Liabilities 6,908,285 16,946,207 19,815 ° 487,010 § 24,361,317
Nel ‘On Balance Sheet’ Position 1,316,790 -3,828,548 -3,627 -310,267 i 2,825,652
Net *Off-Balance Sheet’ Position -1,307,253 3,786,385 3,197 347,573 2,829,902
Derivative Assels 148,462 4,466,731 3,197 434,199 5.052,589
Derivative Liabilities 1,455,715 680,346 . £6.626 2,222 687

Non-Cash Loans

{*) Other liabilities also include gold deposits of YTL 67,995 thousands.
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4.6

Interest rate risk

Interest sensitivity of assets, liabilities and off-balance sheet items is evaluated during the weekly Assets-
Liabilities Committee meetings taking into account the developments in market conditions.

Bank’s interest rate risk is measured by the standard method, value at risk (VaR) and asset- liability risk
measurement models.

Measurements for standard method are carried out monthly using the maturity ladder table, while
measurements for VaR calculations are done daily. Asset-liability risk measurement model is studied
monthly.

During the daily VaR calculations, the interest rate risks of the Bank’s YTL and FC trading and

investment securities available for sale and off-balance sheet position are measured. These are supported
by scenario analysis and stress testing.
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4.6.1 [nterest rate mismatch for the Bank “Interest rate sensitivity of assets, liabilities and off balance
sheet items based on repricing dates™

H

. . ! Upitol 1-3 | 3-6 6-12 : 1 Yearand Non-Interest -

Current Period Month i Months Months i Months i Over l Bearing Fotal
B... -

Assets I
Cash {Cash on Hand. Money in Transit. ] {

Purchased Cheques) and Balances 3,590,411 - - - - 1.488.965 5.079.376

with the Central Bank of Turkey
Banks and Other Financial Institutions 786,825 30,554 13,179 - 840,402 | 226,006 1.896,966
Financal Asscts it Fair Value through 1363 | 36397 1772 1a3ss| 670221 1403 : 155.345
Interbank Money Market Placements - - - - - | - -
Financial Asscts Available-for-Sale 1,474,331 | 4.067.468 | 1.009,364 ! 283,458 | 3,379.580 l 84,331 10,298,532
Loans _ 8422893 | 6.233.766 | 3.915,863 1_3 176,056 5):9!_@_,66_9_1_____}_(;SiJ_G?__'___.‘»_‘J:._O_Q(i?__SL
Invesiments Held-to-Maturity 523493 | 2.836.613 2,218 462 381 723,942 - 4.548.647
Other Assets 18,894 8,084 207,308 4610 32905, 2241450 2513251
Total Assels 14,835,210 | 13,212,882 | 5,165,704 | 3,940,933 ! 16,027,517 ; 4,310,622 ' 57,492,868
Liabilities T
Bank Depaosits 348,237 127,643 ! 14,493 ‘ 4,929 655,268 356,525 1.507.095
Other Deposits 20543819 2657579 571860 |  aae0a2| 44470 6712452 31974222
Interbank Money Market Takings 4,011,674 602,935 - 198,721 801,902 - 5,615,232
Miscellancous Payables W'- - - m- | - 1671607 1,671,607
Securilies Issued - - - - - - -
Other Fundings 58,159 447221 491,042 | 1519478 6,654,158 - 9.170.058
Other Liabilities 154671 | 220,359 ; 25,205 40,844 45040, 7.068,535 ' 7.554.654
Total Liabilities 26,116,560 | 4,055,737 | 1,102,600 | 2,208,014 8,200.83-8—i 15,809,11% | 57,492,868
On Balance Sheet Long Position . -1 9,157,145 | 4,063,104 1,732,919 | 7,826,679 ' - - ___-
On Balance Sheet Short Position -11,281,350 - - - - 11,498,497 -
Off-Balance Sheet Long Position 12,666 3,790 1,077 137 - - 17,670
Of1-Balance Sheet Short Position -14,186 -8,615 -1,003 -168 - I - -23,972
Total Position -11,282,870 1 9,152,320 } 4,063,178 1 1,732,888 | 7,826,679 -11,498,497 l -6,302
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Average interest rates on monetary financial instruments:

Current Pericd 3 _ ] Eurg JJS‘S“ Yen ‘ YTL
Assets ! e E E
Cash (Cash on Hand. Money in Transit, f i .
Purchased Cheques) and Balances with the ! 1.97 { - - ! 13.13
Central Bank of Turkey | i
Banks and Other Financial Institutions 4.05 54l 0.55 ) 2220
Financial Assets at Fair Value through Profit/Loss 6.04 . 852 - 19.39
Interbank Money Market Placements - - ) - -
;"[fi'qgﬂgial Assets Available-for-Sale 5.64 7.89 - 19,03
Loans 5.97 7.54 2.13 24,94
Investments Held-to-Maturity . 9.14 9.48 - 20.57
1.iabilities ,
_Bank Deposits i 4.05 574 - i 13.44
 Other Deposits 2.57 41 0.45 15.77
Interbank Meney Market Takings - .. .550 - 11.27
Miscellaneous Payables ‘ - ~_ oy - i - N
Securities Issued - - - -
"Other Fundings 4.26 5.89 1.63 17.66
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4.6.2

sheet items based on repricing dates”

Conventence F'ransiation af Financial Stalemenls
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

Interest rate mismatch for the Bank “Interest rate sensitivity of assets, liabilities and off balance

_with the Central Bank of Turkey

Banks and Other Financial Institutions
Financial Asscts at Fair Value through

LS SN B

Uptol 1-3 3-6 6-12 E 1 Year and i Non-Interest ' .
Prior Period : ! ‘ i . I'otal
) { _Month . Months Maonths Months Over Bearing
Assets . S S R
Cash (Cash on Hand., Money in Transit, |
Purchased Chegues) and Balances 3425434 - - - E - £.851,438 , 5276872

i
B2

! ¥
d2s oy AS0TT )

: ‘
136836 | 896842

]

ProfitLose 8,538 25,201 816 8135 | 8769 | g Msas
Ln;e;imnk Money Market Placements ----- ) - . - - i -l -
Vl"jp’z}ggirz}‘l‘:‘}_ssets Available-for-Sale 1,760,022 3,895,051 1,286,594 202,453 2,417,094 66,316 | 9627930
Loans 17008344 | 5171776 | 2417,330 5329049 | 6341646 '35--’&_5..__!__.:’:13_519-,429...
Investments Held-to-Maturity | 530310 | 2,375,743 4879 462,783 1,245,130 - | 46183847
Other Assats I 208608 | 7857 | 3,903 203,501 40,998 1,903,006 | 2367873
Total Assets 14,552,081 | 11490827 | 3776012 | 6206348 | 10,118,714 4,142,931 ] 50,286,913
Lisbilities o N
Bank Deposits L. s60366 | 153754 10324 § 3742, 17306 268782 ; 10142
Other Deposits -~~~ L. 119719323 | 2380000 | 0 324,068 | 314,835 Tod | _6383TI2 ) 20124763
Interbank Money Market Takings | 3,607,983 213,447 s L 9%2aed 1 o] ABI3E9I
M-i.;lcc_li;ntzdlls Payables - . - < - 1,326,830 , 1326830
_WS_.ec:EiEi;:-;“—:I;s_sued - - - - - ] e
Other l%mdil-lgs 48,011 146,293 1,451,335 930,632 | 5.314,134 - | 7.890405
Other Liabilities i )deriss | 168277 10222 . 200128 V8IS . 4148140 6116748
Total Liabilities (25402,820 | 3,061,771 1,896,949 | 1,459,337 | 6,336,512 12,129,524 | 50,286.913
On Balance Sheet Long Position | . | 8429086 1879063 | 474700 | 3782202 N
On_Bal‘alllceEh_e_g‘SIE)it Paosition -10,850,739 - , - - I 7986593 ; -
Off-Balance Sheet Long Posifion wm | - - . 20,965
OE-B;I_lfpmce Smlnlue:tm:‘g-ll-ur;hlm;;;itiun -10,521 ”7-167 o - - - -10,688
Total Position 10,840,487 | 8,429,081 1,879,063 ? 4,747,011 3,782,202 | -7.986.593 ! 10,277
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Average interest rates on monetary financial instruments:

Prior Period ) Euro USs$ | Yen YTL
______ . % % % %%
lAssets
Cash {Cash on Hand, Money in Transif, [
Purchased Cheques}) and Balances with the 1.73 - : - 14.43
__Central Bank of Turkey i { :
Banks and Other Financial Institutions ~ 3.55 5.29 ' - b7
]‘l:f:g:jat;s;sets at Fair Value through 563 737 e i“ Eg'-'"‘i__“
Interbank Money Market Placemenss |1 o
w_!_’inancial Assets Available-for-Sale 5.34 8.15 ! - : 20.60
Loans 581 7.62 2.80 25.16
__!_r_!_\:'j:_s_ltmenls Held-to-Maturity _ 9.14 948 - 17.53
Liabilives 0
_Bank Deposits 3.69 5.90 - 18.56
Other Deposits 2.02 342 0.68 15.77
Interbank Money Market Takings - 545 - 17.14
Miscellaneous Pa;lma:t;‘lé:m - - - - 'm -
“Seouiis lsued - : S
Other Fu};aings 7 3.32 5.97 - 17.58

4.7 Liquidity risk

In order to avoid the liqudity risk, the Bank diverts funding resources as customer deposits and foreign
borrowings, considers the maturity mismatch between assets and liabilities and maintains liquid assets to
guarantee sufficient liquidity during market fluctuations,

While the Bank’s short term liquidity need is met mainly with deposits, its long term liquidity is provided
through foreign funding sources such as syndication and securitisation transactions. There are no
significant idle liquidity resources.
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Maturity analysis af assets and liabilities according to remaining maturities:

Uptol 1-3 36 6-12 I Year Undistributed

- Demand Month Months Menths Months and Over (')__ ']"-‘_'_“_l_ _
Current Period,
Assets i i I —

Cd'ih (Qash en Hand. Money in ; ] | |

e i e ooy | 14965 3swant | somans
_of Turkey_ i i —
"T;‘;i;’l‘,."o,?;““r Financial 226,006 | 786,825 | 30554, 13479 -1 840402 < 1.896.966
"’3::'::";']’;f;;‘jf:};"’" Value 1403 | 178371 12836| 17722  14485|  91.062 -1 1s534s
Vlhtvcr“bu:&-hflr;n-cyﬁh]z;-;;l ‘[;i;:gmeqlf - u_:,:__ - - - ) _-—— ‘_— __ i
Financial Assels Available-for-Sale 843311 14743311 4,067.468 | 1,009,364 283,458 | 3,379,580 - | 10.298.532
Loans 72,627 - 6038717 ' 2.874.099 (2.659.218 © 2,800,875 ' 18,286,748 268.467 33.000.75]
In\fgslnlqms_ll_clg;lo:_h_/l_am_rijy_ - - 490,036 2,218 462,381 | 3.594,012 - 4548647
Other Assets 182,428 155,687 8,084 | 207,308 4,610 32,905 1,922,229 | 2.513.251
Total Assets 2,055,760 § 12,063,808 | 7,483,077 |3,909,009 | 3,565,809 | 26,224,709 | 2,190,696 | 57,492,868

- i e

Liabilities ! o
Bank Deposits 356,525 | 348237 127,643 | 14,493 4929 | 655268 -] 1.507.095
Other Deposits _ 6,712,451 | 21537264 i 2645832 | 555882 | 410,486 112,307 - ]31.874222
Other Fundings - 58,159 1 447221 ! 491042 | 1519478 | 66540581 .1 9170058
Interbank Money Market Takings -, 4011674 602,935 ! - 198,721 801,902 - 5615232
Securites Issued : : N S I
Miscellancous Payables 132,231 | 1,539,376 B - - -1 1671607
Other Liabilities (**) 122,238 | 238.891 283,660 | 25205 40,844 45.040 | 6,798,776 | 7.554,654
Total Liabilities 7,323,445 | 27,733,601 : 4,107,291 |1,086,622 | 2,174,458 | 8,268,675 6,798,776 | 57,492,868
— i ‘ | .
Liquidiy Gap -5,267,685 15,669,793 | 3,375,786 12,822,387 | 1,391,351 | 17,956,034 | 4,608,080 | -
l'ri(ir Pgl_'iod__ _ __—_ __:_ - - S B |
Total Assets 2,221,082 | 11,060,981 ; 4,546,213 (2,450,768 | 4,664,060 , 23,299,137 | 2,044,672 ' 50,286,913
Total Liabilities 6,840,775 25,301,776 3,061,771 11,900,095 1,462,482 | 6336512 5383503 | 50.286913
Liquidity Gap -4,619,693 |-14,240,795 | 1,484,442 | 550,674 | 3,201,579 | 16,962,625 |  -3,338.831 | -

{*} Certain assets on the balance sheel that are necessary for the banking operations but not convertable inlo cash in short period

such as tangible assets, investments in associates and subsidiaries, stationary supplies. prepaid expenses and loans under

follow-up. are included in this column.

(**)Sharcholders’ Equity is included in *“Other liabilities™ line under “Undistributed” column,
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4.8 Fair values of financial assets and liabilities

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.

4.9 Transactions carried out on behalf of custamers, items held in trust

Not prepared in compliance with the Article 25 of the communique “Financial $tatements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.
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Convenience fransiatton of rinanclal Statemenis
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

Disclosures and Footnotes on Unconsolidated Financial Statements

Assets

Cash and balances with Central Bank

Current Period

Prior Period

YTL FC YTL FC

 Cash in YTL/Foreign Currency 170,206 116,900 181,169 146,565
Central Bank of Turkey 1,689,051 3,090,906 1,700,078 3,226.830

| Others 38 8,474 4,088 18,142
Total | 1,863,096 3,216,280 1,885,335 3,391,537
Balances with the Central Bank of Turkey:

Current Period Prior Period

Usrestricted Demand Deposits ___ * 4693 | 1184854 621§ 1500852
Unrestricted Time Deposits - - 500,730 -
Restricted Time Deposits - - - -
Reserve Deposits | 1,684,358 1,906,052 1,198,727 1,725.978
Total | 1,689,050 | 3090906 | 1,700,078 | 3226830

The banks operating in Turkey keep reserve deposits for Turkish currency and forecign currency liabilities
in YTL and USD or EUR at the rates of 6% and 11%, respectively as per the Communiqué no.2005/1
“Reserve Deposits” of the Central Bank of Turkey. Interest rates applied for reserve requirements by the
Central Bank of Turkey are 13.12% for YTL depaosits and 2.530%-1.965% for foreign currency deposits.

Further information on financial assets at fair value through profit/loss

Financial assets at fair value through profitloss subject to repurchase agreements and provided as

collateral/blocked

None.

Positive differences on frading derivative instrumenis

Current Period 4 Prior Period
- YTL FC YTL FC
Forward Transactions 10,182 469 7520 899
§\»’g_:p 'I_'@nsa_iﬂg_:_tion_g__ e _ L 8(_)7 5,843 9 2.963
Futares . 102_| - :
Optiens _ 13,622 1174 2639 | 210
Other - - - -
Total i 24,611 | 7,588 10,218 | 4,072

36




I H
_ - - - . - -

Turkiye Garantl Bankast Al
Unconsolidated Interim Financial Report as of and for
the Six-Month Period Ended 30 June 2007

Convenience fransigiion of rinanciae digiemeniy
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

(Thousands of New Turkish Lira (YTL)}

5.1.3

5.14.2

Banks and other financial institutions

Current Period __Prior Period
.‘ _ ) YTL FC YTL FC
Banks . __ 589,008 1,307,961 62.480 833.962
Domestic banks 40,366 304,244 7.472 446 883
_Foreign banks 548,639 1,003,717 55,008 387.079
Foreign headoffices and branches - - P .
Other Financial Institutions - - - l -
Total 589,005 1,307,961 62,480 833,962

Due from foreign banks:

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnoles to be Announced to Public by Banks™.

Financial assets available-for-sale

Financial assets subject to repurchase agreements and provided as collateral/blockerd

Collateralized financial assets available-for-sale in YTL include government bonds. Carrying values of
such securities with total face value of YTL 477,810 thousands (31 December 2006: YTL 454,760
thousands), is YTL 475,154 thousands (31 December 2006: YTL 460,717 thousands). The related
accrued interests amount to YTL 33,171 thousands (31 December 2006: YTL 51,015 thousands).

Collateralized financial assets available-for-sale in foreign currencies include eurobonds and other foreign
currency government securities. The carrying values of such securities with total face value of USS
417,770,000 (31 December 2006: US$ 411,670,000), is US$ 409,934,424 (31 December 2006: USS
405,158,355). The related accrued interests and impairment losses amount to US$ 17,752,999 (31
December 2006: 1JS$ 18,845,582) and USS 57,089 (31 December 2006: USS 28,435), respectively.

Current Period & Prior Period
YT FC | v | FC
Collateralised/Blocked Assets | 508,325 557,630 511732 591.446
Assets subject to Repurchase Agreements 3010958 278,093 3.883.763 | 450.580
Total 3,519,283 835,723 4,395,515 E! 1,042,026
Details of financiul assets available-for-sale
Current Period Prior Period
Debt Securities 10,214,200 9,564,288
Quoted at Stock Exchange 6,944,397 7,155,306
Unquoted at Stock Exchange 3,269,803 2,408,182
Common Shares 29,306 29,410
Quoted at Stock Exchange 11,932 12.042
Unquoted at Stock Exchange 17,374 17,374
Value Increases/(Impairment Losses) 55,026 34,226
Total 10,298,532 9,627,930
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As of 30 June 2007, the Bank’s “financial assets available-for-sale” portfolio includes private sector
bonds with “credit linked notes™ at a total face value of USD 1,125,000,000 (31 December 2006: USD
625,000,000) and a total carrying value of USD YTL 1,513,274 thousands (31 December 2006: YTL

897,013 thousands).

5.1.5 Loans
5.1.5.1 Leans and advances to shareholders and employees of the Bank
Current Period Prior Period
Cash Loans Non-Cash Loans Cash Loans l Non-Cash Loans
Direct Lendings to Sharcholders 13 1,078 1 8,253
Caorporales 13 1,078 2 8,253
Individuals - - - -
Indirect Lendings to Shareholders 26,675 116,364 21,033 41,793
Loans to Employees 48,342 - 37,034 -
Total 75,030 117,442 58,061 50,046
5.1.5.2  Loans and other receivables classified in groups I and 1 and restructured or rescheduled
Performing Loans and Other Loans under Follow-Up and Gther
Receivables (Group 1) __Receivables (Group II)
Cash Loans Restructured or | Restructured or
Loans and Other Rescheduled Loans and Other | Rescheduled
Receivables Loans and Other Receivables Louns and Other
o _ . Receivables e Receivables
Loans 32,623,957 - -1 _ 108327
__Discounted Bills o 86,323 L - ‘ -
Export Loans 2,672,315 - ~ 41,907
Import Loans 33.561 - - 3 -
Loans to Financial Sector 885,130 - - -
Foreign Loans 1,141,086 - - _ -
_ Consumer Loans - 6,655,792 o - - -
Credit Cards 5,179.384 - -1 -
__Precious Metal Loans . 141,638 - - ) -
Other 15,828,728 - " 66.420
Specialization Loans - T - _ -
Other Receivables - - - s
Total 32,623,957 - - 108,327
5.1.5.3  Maturity analysis of cash leans

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related

Disclosures and Footnotes 1o be Announced to Public by Banks™.
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5.1.5.4

Convenience Translation of Financial Statements

and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

Consumer loans, retail credit cards, personnel loans and personnel credit cards:

o ~__ Short-Term Medium and Long-Term Total
Consumer Loans — YTL 130,968 5,653,728 [ 5,784,696
__Housing Loans 31,859 | 2,923,678 } 2.927.537
Automobile Loans 14272 | 1,066,279 1,080,551
General Purpose Loans 112,837 1,663,771 1,776,608
O - nS S
Consumer Loans ~ FC-indexed 12,131 517,454 | 529,585
__Housing Loans 5,905 448.449 454,354
Automobile Loans I.116 43,699 44815
General Purpose Loans 5,110 25,306 30.416
Other “ . -
Consumer Loans — FC ki 7861 | 7,868
__Hausing Loans R - 305 305
_‘_‘__f}ulomobilc Loans - '.r',080___E 7.080
General Purpose Loans 7 476 483
Other - - -
Retail Credit Cards - YTL 4,932,695 - 4,932,695
_With Installment 2,386,937 : 2.386.937
Without Installment . 2,545,758 - | 2,545,758
Retail Credit Cards-FC 28715 i 28715
. With Instaltment | :
Without Installment 28,715 - l 28.715
Persunne_l Loans — YTL 5,929 ; 9,346 15,275
Housing Loan - 266 266
_Automebile Loans : 34 3
..General Purpose Loans 3,929 9.0d6 | 14975
. Other - - o
Personnel Loans - FC-indexed - [ 0
Housing Loans - - -
_Automobile Loans - 6 6
General Purpose Loans - - -
_Other - " -
Personnel Loans - FC 33 3Bi 71
Housing Loans B - ! -
Automobile Loans _ e - ; -
General Purpose Loans 33 ! 38 . 71
Other - - -
Personnel Credit Cards - YTL 32,990 - 32,990
.. With Installment — 14,209 - 14.209
_ Without Instaliment B 18,781 - 18,781
Personnel Credit Cards — FC - - -
| With [nstallment - - - -
Without [nstallment - - -
Deposit Accounts- VL (real persons) 318291 - 318,291
Deposit Accounts— FC (real persons) - - -
Total 5,46_};59 i 6,188,433 | 11,650,192
.




Tiirkiye Garanti Bankasi AS

Unconsolidated Interim Financial Report as of and for
the Six-Month Period Ended 30 Juneg 2007

{Thousands of New Turkish Lira (YTL))

5155

5.1.5.6

5.1.57

3.1.5.8

Convenience Translation of Financial Statements
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

Installment based commercial louns and corporate credit cards

Medium and

Short-Term i Long-Term Total
Installment-based Commercial Loans — YTL 212,302 316077 2,528,379
__Real Estate Loans L 2,947 . 307.865 310812
Automobile Loans 48,726 1145729 1,194,455
__ Generat Purpose Loans 160,629 | 362,483 1.023.112
QOther - - -
Installment-based Commercial Loans - FC-indexed 37,815 _ _ 287,418 325,230
Real Estate Loans - 50,029 50,029
Automobile Loans 3,611 143916 147,527
General Purpose Loans 34,204 93470 127,674
_ Other - L -
Instaliment-based Commerical Loans — FC 72 _ l,_688 ~ 1,760
Real Estate Loans - 91 91
Automaobile Loans 19 1,022 1,041
General Purpose Loans 53 575 628
Other - = -
Corporate Credit Cards — YTL I8t,1s§ , - 181,158
With Installment - - -
Without Installment 181,158 . 181,158
Corporate Credit Cards — FC 3,826 - 3,826
With Installment 1,003 e 1.003
_ Without Instaflment 2,823 . - 2,823
Deposit Accounts— YTL (corporate) 403,215 = 403,218
Deposit Accounts— FC (corporate) __ e T
Total 838,388 2,605,180 3,443,568

Allocation of loan customers

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks”.

Allocation of domestic and foreign loans

Current Period Prior Pericd
[Domestic l.oans 31,591,198 26,893,298
Foreign Loans j 1,141,086 | 271,347
Total i 32,732,284 27,165,145

Loans to associates and subsidiaries

Current Period Prior Periad
Direct Lending 307.013 124,139
Indirect Lending - -
Total 307,013 | 124,139
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3.0.5.9 Specific provisions for loans

Converence Transiafioh of Financial statements
and Related Disclosures and Fovtnotes
Originally Issued in Turkish, See Nuote 3.1.1

Specific Provisions Current Period Prior Period |
Substandard Loans and Receivables - Limited Collectibility 20,793 23,281
Doubtful Loans and Receivables 82,650 58.177
Uncollectible Loans and Receivables 395,636 369.786
Total 499,079 451,244

5.1.5.10 Non-performing loans(NPLs) (Net)

Non-performing loans and other receivables
specific provisions):

restructured or rescheduled (pross amounts before

Group Il Group IV Group ¥V
Substandard Doubtful Ungallectible
Loans and Loans and Loans and
Receivables Receivables Receivables
Current Period -
Restructured Loans and Receivables - - 5,882
_ Rescheduled Loans and Receivables - . -
Tatal 5,882
Prior Period
Restructured Loans and Receivables | - - 32,547
_ Rescheduled Loansand Receivables | -] - -
Tatal 32,547
Movements in non-performing loan groups:
Group 111 | Group 1V Group V
Substandard Doubtful Uncallectible
Louns and Loans und Loans and
Receivables Receivables Receivables
Balances at Beginning of Period 78,232 117,448 440,909
_ Additions (1) - 295504 [ 30216 5477
Transfer from Other NPL Categories (+) - 178,946 97,227
_ Transfer to Other NPL Categories {-) 178.946 917,227 17.340
Collections during the Period (-) 59.091 48,786 59.270
Write-offs (-} 9 12§ 16,022
Balances at End of Period 135,780 l 180,585 451,181
__Specilic Provisions (-) 20,793 I 82,650 395,636
Net Balance on Balance Sheet 114,987 I 97,935 55,545
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51511

Non-performing loans in foreign currencies:

Grouplll | GrouplVv Group V
Substandard E Doubtful Uncallectible
Loans and Loans and Loans and
+ e e et e e e e e e e S TRECETVADlES 1 Receivables | Receivables |
Current Period ]
Balance at End of Period 192 4,245 83,478
Specific Provisions (=) 65 422 56,732
Net Balance at Balance Sheet 127 3,823 26,746
Prior Period
Balance at End of Period 161 581 103,662
___ Specific Provisions (-) 22 154 62.002
Net Balance at Balance Sheet 139 427 41,660

Liquidation policy for uncollectible loans and receivables

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related

Disclosures and Footnotes to be Announced to Public by Banks™.

5.1.6 Investments held-to-maturity
5.1.6.1  Investment subject to repurchase agreements and provided as collateral/blocked
I Current Period } Prior Period
YTL FC YTL. FC
Collateralised/Blocked Investments 250,671 22,656 _229.691 35,469
Investments subject to Repurchase Agreements 3.091.367 187,546 1.057.869 293.706
Total i 3,342 038 210,202 1,287,561 329,175
3.1.6.2 Government securities held-to-maturity
I Current Period Prior Period
Government Bonds 4,414,196 4,475,979
Treasury Bills - .
Other Government Securities 131,429 , 140.966
Total 4545625 4,616,895
35.1.6.3 Investments held-to-maturity
Current Peried | Prior Period
Debt Securities 4,592,504 4,656,239
Quoted at Stock Exchange 1.928.270 3,943,582
__Unquoted at Stock Exchange 664,234 712,657
Impairment Losses (-) 43,857 37,392
Total 4,548,647 4,618,847
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5.1.6.4

5.1.7.1

Movement of investments held-to-maturity

Current Period Prior Period
Balances st Beginning of Period 4,618,847 2,475,574
Foreign Currency Differences On Monetary Assets -55,194 38,142
Purchases during the Period 1.H18 1.801.746
Disposals through Sales/Redemptions (-) 2,744 | 1,610.397
Impatrment Losses (-) 6.465 | 13.842
Change in Redeemed Costs I 6915 -712.4126
Bulances at End of Period 4,548,647 | 4,618,817

The Bank reclassified certain investment securities, classified in its available-for-sale porifolio,
amounting YTL 2,993,773 thousands with total face value of YTL 2,936,112 thousands to its investments
held-to-maturity portfolio in compliance with the “Regulation on Accounting Standards” in the prior
period. Such securities are included in “purchases during the period” line above in the movement table of
investments held-to-maturity for the period at their fair values of YTL 3,108,957 thousands as of their
reclassification dates. The value increases of such securities amounting YTL 23,083 thousands are
recorded under the shareholders’ equity and amortized through the income statement up to their
maturities as earned.

Investments in associates

Investments in associates

. ! Bank's Share - If .
Associate ""Cd'"“:t(c)“y’ | Differeat, Voting B““';;;:‘::‘of)“’“"
i ountry ; Rights (%) °
1 Garanti Sigorta A$ i Istanbul/ Turkey 20.00 20.00
e B e i e e e
2 |Bankalararasi Kan Merkezi A$ | Istanbul / Turkey ! 10.15 i 10.15
Total Company's
Tangible Income on Current Prior Fair \’aluc.;
Total Sharcholders' and Interest Securities Period Period (f
Assets Equity Intangible Income Portfolio Profit/Loss | Profit/l.oss b
available)
— Assets
11299367 124,492 15,626 9,661 386 30,724 29,058 | -
2 13217 | 10,571 | 3,897 | 711 - 934 ! 926 | -
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5.1.7.2  Mavement of investmenis in associates

Current Period Prior Period

Balance at Beginning of Period 1,177 30,635
Movements during the Period 11,515 -29.458
Acquisitions and Capital [ncreases - -
Bonus Shares Received (*) 203 -
Dividends from Current Year Profit - -
Sales/Liquidations (-) - 29458
Reclassifications (**) 11,312 -

Increase/Decrease in Market Values - -

Currency Differences on Foreign Associates - -

[mpairment Losses (-} - -
Balance at End of Period : 12,692 |
Capital Commitments - -
Share Percentage at the End of Period (%) 1 - 5
{*) Bankalararasi Kart Merkezi AS has increased its share capital from YTL 4,000 thousands to YTL 6,000 thousands through
appropriation from its extraordinary reserves.

(**) Following the sale of 80% shares in Garanti Sigorta A$ previously classified as Investments in Subsidiarics. 1o Eurcko BY
on 21 June 2007, the remaining 20% shares are reclassified to Investments in Associates.

5.1.7.3  Sectoral distribution of investments and associales

[nvestments in Associates Current Period Prior Period
Banks - =
Insurance Companies 11,312 s

Factoring Companics e - .

Leasing Companies ? - -

Finance Companies - -
Other Associates 1,380 1.177

5.1.7.4  Quoted associates

None.

5.1.7.5 Valuation methods of investments in associafes

Investments in Associates Current Period Prior Period

Valued at Cost 12,692 1,177

Valued at Fair Value - -

Valued by Equity Method of Accounting E -

5.1.7.6  Investments in associates sold during the current period

None.

5.1.7.7  Investments in associates acquired during the current period

None.
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5.1.8 Investments in subsidiaries

5.1.8.1 [Investments in subsidiaries

Convenience Transiation of Financial Statemenis
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

‘Sub:iidiary

] ‘Qiz}yg{}t‘j“l'[}ilisim Teknolojisi ve Tic. AS

1Bank's Share — II': Bank’s Risk
l Different, Voting | Group Share
Riyhts (%) (%)

Address (City/
Country)

Istanbul/Turkey 100.00 100.00

Garanti Odeme Sisternleri AS

Istanbul/Turkey 99.92 100.00

1

2 n

3 _|DoBus Iz Yon. ve Org. Danis. A3 Istanbul/Turkey 93.40 106.00
4 IGalEﬁu_pnAragtmna_XiymcxhkTamum ve Biligim Teknoloji Hiz. AS [stanbul/Turkey 100.00 100,00
5 jGaranti Finansal Kiralama A$ .| Istanbul/Turkey 94,10 98.93
6 |Garanti Fuktoring Wiz AS" Istanbul/Turkey 55.40 55.40
7. [Garanti Yatnm Menkul KiymetlerA§ _|_ Istanbul/Turkey 100.00 160.00
8 |Garanti Portfoy YonetimiA§ ) Istanbul/Turkey 100.00 100.00
9

_Istanbul/Turkey 84.91 84.91 |

Amsterdam/Holland 100.00 | 100,00

75.02 : 99.94

99.99 ) 100.00

-1

| ValettwMalta | 9950 100.00

Total

Total - Sharcholders’

Assets Equity Assels

{ Tangible and
Intangible |

Interest
Income

Income on Current |
Securities ' Period

. Prior Period . Company’s

ProfitLoss | Fair Value

Portfolio ;| Profit/Loss ; (if available)

5,881

L nes| 7ol ses
666

627 I 365 -100.385 !, T

1,032 : 1.334 3,969 ,

365 156

L6A8801 180983 | 171

LA99.015 29,872 1,388

__...26725 22,804 2,259

1,472

4,393

262

3 21 a0 as| Ay -
44 : | 3 ass| -
67 87111 o wsi, o 12l -
P 12,520 | . i 1.250 ; 70621 97530

|

13

15,884 15,284 1,521
9622517 73,961 6,642

6,726

6,044 23,682 ° 70030 -

0| 5.266,099 L 346935 1 64,508
1| 477170 68710 | . 1482

15,778

158498 )

61,336 22759 S TEN D
4,382 5,864 162071 .

12 16,118 9,601
13 80 . -

175 |

- -99 £3% . -

(1) Financial information is as of 31 March 2007, but fair value information is as of 30 June 2007.
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j.18.2

5.1.8.3

5.1.8.4

5.1.8.5

5086

Movement of investments in subsidiaries

Convenience Translation of Financial Statements
and Related Disclosures and Footnotes
Originatly Issued in Turkish, See Note 3.1.1

Current Period Prior Period
Balance at Beginning of Period 604,152 ol LIST
Movements during the Period -19,348 -6,999
Acquisitions and Capital Increases . - 14,685
Bonus Shares Received (*) ‘, 45,129 10,723
Dividends from Current Year Profit | e -
Sales/Liguidations (<) | ssmgl 72.537
Reclassifications -11,312 -
Increase/(Decrease) in Market Values 16,449 2,184
Currency Differences on Foreign Subsidiaries -14,376 37,946
Impairment Losses (-} - -
Balance at_End of Period 584,804 604,152
Capital Commitments - -
Share Percentage at the End of Period (%) - -

(*) Garanti Bank International NV has increased its capital from EUR 134,750,000 to EUR 159,470,000 through appropriation

from its retained camings on 17 April 2007,

Sectoral distribution of invesiments in subsidiaries

Subsidiaries

 Banks

Insurance Companies

Factoring Companies

leasing Companies

Finance Companies

Other Subsidiaries

_Current Period | Prior Period
318029 ) 187036
56,545 123,095
o 54,036 ’ 37,205
76169 76,169
1 72,757
7,508 7,890

Quoted subsidiaries

Subsidiaries

Current Period ;‘ Prior Period

Quoted at Domestic Stock Exchanges

34036 L AT205

Quoted at Intemational Stock Exchanges

Valuation methods of investments in subsidiaries

Subsidiaries Currenl Period | Prior Period
Valued at Cost e S2333Y | 559,128
Valued at Fair Value 54,036 37.205
Valued by Equity Method of Accounting i 7,437 | 7.819

Investments in subsidiaries disposed during the current period

In the current period, the Bank sold its 80% shares in Garanti Sigorta A$ representing YTL 48,000
thousands of nominal shares for EUR 365,000,000 and its 15% shares in Garanti Emeklilik ve Hayat AS
representing YTL 7,500 thousands of nominal shares for EUR 100,000,000, both classified in
Investments in Subsidiaries at total book values of YTL 56,562 thousands and YTL 66,534 thousands,

respectively, to Eureko BV.

As part of the sale transactions mentioned above, the Bank has a sale option on the remaining shares of
Garanti Sigorta AS and Eureko BV has purchase and sale options on the shares of Garanti Emcklilik ve

Hayat AS.
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5.1.8.7

5.1.9

5.1.10

5L

NN

5.1.12

5.1.13

5.1.14

5.1.15

Investments in subsidiaries acquired during the current period
None.
Investments in Joint-Ventures

None.

Lease receivables

None.

Derivative financial instruments held for risk management

Positive differences on derivative financial instruments held for risk management

Derivative Financial Asscts held Current Period Prior Period
for Risk Management YTL FC YTL FC
Fuir value hedges - - - v
Cash flow hedges ' - 3,362 . 4.799
Net foreign investment hedges - - - -
Total - 3,362 - 4,799

Tangible assets (Net)

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.

Intangible assets

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks”,

Deferred tax assets

As of 30 June 2007, the Bank had a deferred tax asset of YTL 55,948 thousands (31 December 2006: YTL
38,188 thousands) calculated as the net amount remaining after netting of tax deductable timing
differences and taxable timing differences.

The Bank did not have any deferred tax assets on tax losses carried forward or tax deductions and
exemptions as of 30 June 2007. However, there was a deferred tax asset of YTL 101,403 thousands (31
December 2006: YTL 83,312 thousands) and deferred tax liability of YTL 45,455 thousands (31
December 2006: YTL 45,124 thousands) presented as net in the accompanying financial statements on all
taxable temporary differences arising between the carrying amounts and the taxable amounts of assets and
tiabilities on the financial statements that will be considered in the calculation of taxable earnings in the
future periods. For the cases where such differences are related with certain iterns on the sharcholders’
equity accounts, the deferred taxes are charged or credited directly to these accounts,

Assets held for sale

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks”.
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5.1.16  Other assets

5.1.16.1 Receivables from term sale of assets

Convenience Translation of Financial Statemenis
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

Current Period Prior Period
Invesiments in Associates, Subsidiaries and Joint Ventures 166,733 169.619
Real Esiales 87,346 92,680
Other Assets 2,843 2,843
‘Total 256,922 265,142

5.1.16.2 Prepaid expenses, taxes and similar items

Curreal Period

Prior Period

Prepaid Expenses

193.731

146.106

Prepaid Taxes

7,478

7.857

5.1.17 Accrued interest and income

The details of accrued interest and income allocated to the related items on the assets side of the balance

sheet are as follows:

Current Period Prior Period .
o YTL FC YIL | FC_

Central Bank of Turkey i 32,625 11,149 29,990 ; 8.704
I;,-:,;:ls;:l Assets at Fair Value through Profit } 906 2293 506 , 1857
Banks and Other Financial Institutions : 15776 | 9,926 L 987
Imcrbank Money Markets - - - I L -
Financial Assets Available-for-Sale 421,913 127,357 386,1_9_0 ;m N <I37.29'/‘
L.oans 328,934 211,812 225._0_9_8'___.[___ 1818
Investments Held-to-Maturity 261,587 1,289 267,639 | 2052
Other Accruals 11,519 - 11,188 414
Total 1,073,260 363,826 921,419 379,289
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5.2
5.2.1

Liabilities
Maturity profile of deposits

Current Period

Convenience Translation of Financial Statements
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

Accumulating Total
Demand ! D}?ys Uptol 1-3 Months | 3-6 Months 6-12 1 Year and Deposit
Notice Month Months Over
. Accounts

Saving Deposits 1,000,364 - | 3412,149 | 5,923,492 164,466 | 44,130 75,265 - ‘_Lﬂ.ﬁl_‘),ﬂ_ti_ﬁ.
Foreign Currency 4,025,416 - | 8541036 | 5344770 | 803,923 | 511,781 | 550,278 67969 | 16815273
Deposisty _— —_
| Residents in Turkey | 3,671,740 -1 5291326 | 5.214,578 | 762.638 = 464.355 | 432455 | 67215 15904307
_ Residents in Abroad . 353676 - 249.810 130,192 41,285 | 47,426 117,823 754 4 940.966
Public Sector Deposits 139,964 - 4,371 4,221 7 50 52 o1 148665
)Commercial Deposits 1,439,011 - | 1,861,211 800,226 12,662 8,357 7,302 - I 4,128,769
O ther 60,086 - 34,731 67,553 957 87 240 - 163,654
Precious Metal Deposits_|___ 47,610 - 1,363 1,303 2,725 1,359 13,635 - 67,995
Bank Deposits __ 356,525 - | 348,238 | 127,643 14493 | 4929 | 655267 | -1 1,507,095

Central Bank ol Turkey - - - - - - - - -

Domestic Banks 5.13% - 14,005 - 11,471 4,393 - - 35,008

Foreign Banks L 302,954 -1 325995 | 127,643 3,022 536 | 655,267 | -1 1S4

Special Purpose g 43 - 828 . | - - - 56.670
___ Financial Institutions ! H _
JOther - : S . : - | - ] .
l'otal 7,068,976 < 111,203,199 12,269,208 | 999,233 | s70,693 | 1,302,039 | 67969 | 33481317

Prior Period
Accumulalingf Total
i Demand 7Days; Uptol 1-3 Months | 3-6 Months 6-12 I'Year and Deposit
‘ l Notice | Month Manths Over Accounts :__.-

Saving Deposits . 858,171 -1 2,634,237, 5359621| 171,765  34,720f 57,271, -l 9115785
Foreign Curreney ; ;

Deposists : 3,921,229 -1 5,310,261} 4,608,753 633,879 256,678 560,530, 66.':"3:) - ml f_.:!SIif)ﬁt)
_Residents in Turkey 1.577.938 -| 5.120059| 4486519 603,335| 217.947| 432301 66,0581 __14.513,157
_Residents in Abroad 343.291 - 181.202 122,234 30,544 38,731 128,229 6811 844912
Public Sector Deposits 13,447 - 8,047 6,792 7 46 48 I . % 1.7 )
Commercial Deposits . 1,381,951 - 1,583.£6_!__1,m,296: 23,4006 12,262 ; 8671, R 4,187,622 |
Other 178,253 - 28,762 170,388, 305! 19 27 377944
Precious Metal Deposits 32,721 - 1,248 1,360 2,844 - 18783 -] 56936
Bank Denosits 168,782 -l 269293] 318,501 122,260| 15,526 19,912 - 1814274
_ Central Bank of Turkey - - - - - - —; - -

Domestic Banks 34271 - 109,841 18,277 7,033, 9,807 17,226 - 165.611

Foreign Banks 199,908 - 159.452 300,224 115,227 5,719 2,686 - 783.216
Special Purpose 65.447 . ; ; . ; ; ; 65.447
___Financig! Institutions _
Other - ot [ Y Nt S-S AL S S
[Fotal 6,654,554, - 9,834,884 11,643,711 954,466, 319,251 | 665,432 66,739 30,139,037
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Convenience Translation of Financial Statements
and Related Disclusures and Foornotes
Originally Issued in Turkish, See Note 3.1.1

5.2.1.1 Saving deposits and other deposit accounts insured by Saving Deposit Insurance Fund

Saving deposits covered by deposit insurance and total amount of deposits exceeding insurance coverage
limit:

Covered by Deposit Insurance | Over Depasit Insurance Limit

Current Period Prior Period Current Feriod Prior Period

Saving Deposits 5,190,353 4,517,802 5,301,372 4,529,157
Foreign Currency Saving Deposits 3,154,039 3,015,500 6,442,631 5.151.654
Qther Deposits 2,860 3,417 58,595 45.860

Foreign Branches’ Deposits Under Foreign
Insurance Coverage - - B .
Off-Shore Branches® Deposits Under Foreign
Insurance Coverage - - -

5.2.1.2 Saving deposifs at domestic branches of foreign banks in Turkey under the coverage of foreign
insurance

Not prepared in compliance with the Article 25 of the communique “Financial Statcments and Related
Disclosures and Footnotes to be Announced to Public by Banks™.

5.2.1.3  Saving deposits out of the insurance coverage limits of Saving Deposit Insurance Fund

Saving Deposits at Current Period Prior Period
Foreign Branches 336,720 239,732

(Off-Shore Branches - .

5.2.2 Derivative financial liabilities held for trading
Current Period f Prior Period
YTL FC YTL rFc
Forward deals 4,399 256 2,830 602
Swaps 393,333 5,136 216,466 2.145
Futures - - - .
Options 6,261 492 470 389
Other : :
l'otal 403,993 5,884 219,766 3,136

5.2.3 Funds borrowed

Current Period Prior Period

R YTL FC YTL FC

Central Bank of Turkey - - - -

Domestic Banks and Institutions 219,275 ' 52,020 192,435 , 53,445

Foreign Banks. Institutions and Funds 346,641 7,886,217 317.606 7.326.919

Total 565,916 7,938,237 510,041 7,380,364
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5.23.1 Maturities of funds borrowed

) Current Period E Prior Period
S — Y'I‘L' ! FC \’TL FC
Short-Term o 565,916 1,625,355 510,041 1,876,506
Medium and Long-Term - 6,312,882 - | 5.503.858
(Fotal ] 565,916 ! 7,938,237 510,041 i 7,380,364

5.2.3.2 Disclosures for concentration areas of the Bank’s borrowings according to customers or seclor groups
providing funds or other risk concentrating criterias

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks”.

5.2.4 Other habilities

Funds provided through repurchase transactions:

Current Period Prior Period
YTL FC YTL FC
Domestic Transactions 4,481,781 -1 3,476,521 -
‘-'I"inancial Institutions and Organizations 4,438,832 . 59,156 1 .
. QT,;-],‘,.‘S“,‘,‘,',“"“S and Organizations N - - 3,373,115 L ol
Cindividuals 42,949 X 44,250 -
Foreign Transactions 803,223 I 330,228 780,251 557,121
Financial Institutions and Organizations 801,902 l 330,228 779,578 557.121
Other Institutions and Organizations 1,122 ¢ - 378 -
Individuals 5 199 | - 295 | -
T'otal 5,285,004 330,228 4,256,772 557,121
5.2.5 Lease payables
5.2.5.1 Financial lease payables
i Current Period Prior Period
Gross Net Gross Net
Upto I Year 50,223 47,289 37,364 34074
1-4 Years ' 6,554 | 5,804 12313 | 10,664
More than 4 Years T o “ - ' -
[Total 56,777 53,093 49,677 44,738

3.2,5.2 Operational lease agreements
The operational leasing agreements are signed for some branches and ATM’s. The agreements are

prepared annually and annual rents are paid in advance and recorded as prepaid expense in “other assets™.
The Bank does not have any commitments arising on the existing operational lease agreements.
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Convenience Translation of Financial Statements
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5.2.6 Negative differences on derivative financial liabélities held for risk management
Derivative Financial Liabilities held Current Period Prior Period
for Risk Management YTL FC YTL FC
Cash flow hedges ; - 4,769 - -
Net foreign investment hedges - - - -
Total - 4,769 - -
5.2.7 Provisions
52.7.1 General provisions
Current Period ' Prior Period
General Provision for 224,458 [ 158,460
1 H
Loans and Regeivables in Group [ 198,330 : 138,632
Loans and Receivables in Group [ 489 . 49)
Non-Cash Loans 25,639 19,341
Other - -
5.2.7.2  Provisions for foreign exchange differences on foreign currency indexed loans and financial lease
receivables
Current Period | Prior Period
Short-Term Loans 19,810 | 12,392
Medium and Long-Term Loans 37,518 i 7.344
Total | 57,328 | 19,736
5.2.7.3  Provisions for non-cash loans that are not indemnified or converted into cash
Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.
5.2.7.4 Other provisions

5.2.7.4.1 General reserves for possible losses

Prior Period
30,000

Current Period !
32.000 .,

General Reserves for Possible Losses

The Bank provided a general reserve in the amount of YTL 32,000 thousands in the current period against
the possible adverse effects of the potential risks in the economy.

5.2.7.4.2 Other provisions

| Current Period | _Prior. Period _
Reserve for Employee Benefits o000 128818
Provision for Promotion Expenses of Credit Cards (*) 41,859 46,051
Other Provisions 55,373 62,100
Total 246,232 236,969

(*) The Bank provides fully for the commitied promotion expenses of credit cards as of the balance shect date.
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5.2.8
5.248.1

5.28.1.1

5.28.1.2

5.28.13

5.28.2

5.2.9

5.2.10

Taxes and other dutics payable
Current tax liability

Tax liability

Conventence 1ransiaiton of rinancidai staiemenisy
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

As of 30 June 2007, after netting with the prepaid taxes, the Bank had a current tax liability of YTL
176,590 thousands (31 December 2006: YTL 121,650 thousands). In cases where the differences between
the carrying amounts and the taxable amounts of assets subject to tax, are related with certain items in the
equily accounts, the current tax assets/liabilities are charged or credited directly to these accounts.

Taxes payable

Current Peried | Prior Period
Corporate Taxes Payable 176,590 121,650
Taxation on Securities Income 44,132 31,202
Taxation on Real Estates Income 871 677
Banking Insurance Transaction Tax 23,603 | 23,563
Foreign Exchange Transaction Tax 3,240 | 3,352
Value Added Tax Payable 790 1.248 |
Others 8,417 9,923
Total 257,643 191,515
Premiums
o Current Period | Prior Period
Social Security Premiums-Employees 7 2
Social Securily Premiums-Employer - -
Bank Pension Fund Premium-Employees 711 | 3
Bank Pension Fund Premium-Employer 1,090 ! 11
Pension Fund Membership Fees and Provisions-Employees - -
Pension Fund Membership Fees and Provisions-Employer - -
Unemployment Insurance-Employees 476 462
Unemployment Insurance-Employer 881 851
Others - I -
Total 3,165 | 1,333
Deferred tax liability
None.

Payables for assets held for sale

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks”.

Subordinated loans

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.
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5.2.11  Sharcholders’ equity

5.2.1L1 Paid-in capital

Current Period I Prior Period
Common Shares 2,100,000 l 2,100,004}

Preference Shares - z

5.2.11.2 Registered share capital system

Ceiling per

Capital Paid-in Capital [ Registered
Share Capital
Comman Sharcs 2,100,000 ' 7,000,000

Preference Shares - -

5.2.11.3 Capital increases in current period
None,

5.2.11.4 Capital increases from capital reserves in current period
None.

5.2.1L.5 Capital commitmenis for current and future financial periods
None.

5.2.11.6 Possible effect of estimations made for the parent bank’s revenues, profitability and liquidity on equity
considering prior period indicators and uncertainities

None.

5.2.11L.7 Information on privileges given to stocks representing the capitul

None.

5.2.11.8 Securities value increase fund

Current Period i Prior Period

B TL | Fc L | FC

ves 5 is . idiaries an
In‘]:ihr::"‘?:l::l::c‘:”ocmes Subsidiaries and 69,308 ) .7_1_,_2_.?? | i
__Valuation difference 21,084 - lelY ﬁ_ e e
Exchange rate difference 90,392 - | -T8877 -
Securities Available-for-Sale 80,195 67,162 60,764 71,337

Valuation difference 80,195 67,162 60,764 71337

Exchange rate difference - - - -
Total 10,887 67,162 -10,4%94 71,337
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3.2.11.9

S.2. 110

sarnn

5.2.1112

5.2.12

Revaluation surplus

Current Period - Prior Period
Movables - ' O ST SRS
_R_c_al Estates 2,147 - 2,147 -
Gain On Sale of Investments in Associates and ; i
Subsidiaries and Real Estates to be used for | 27,717 ¢ - - -
_ Capital Increases i i : —
Revaluation Surplus on Leaschold Improvements ? - . . -

Bonus shares of associates, subsidiaries and joint-ventures

It includes the bonus shares received from the following investee companies; Garanti Gayrimenkul
Yatinm Ortaklifi AS by YTL 23 thousands, Garanti Sigorta AS by YTL 561 thousands, Garanti Odeme
Sistemleri AS by YTL 401 thousands, Garanti Yaunm Menkul Degerler AS by YTL 942 thousands,
Kredi Kartlann Biirosu by YTL 481 thousands, Tat Konserve AS by YTL 36 thousands and Yatinm
Finansman Menkul Degerler A$ by YTL 9 thousands.

Legal reserves

Current Period | Prior Period
I. Legal Reserve o 137,8 1 7 84,7742__

1. Legal Reserve 18,790 7,358

Special Reserves . -

As per the decisions made on the Annual General Assembly on 17 April 2007, 5% of prior periads’ profit
is allocated to legal reserves.

Extraordinary reserves

_ Current Period | Prior Period |

Legal reserves (hat was allocated to be in compliance with
the decisions made on the Annual General Assembly 1,353,965 601,953 |

Retained Eamings - -

Accumulated Losses - -

Exchange Rate Difference on Foreign Currency Capilal - -

As per the decisions made on the Annual General Assembly on 17 April 2007, the remaining prior
periods’ profit after the appropriation to legal reserves, are allocated to extraordinary reserves.

Accrued interest and expenses

The details of accrued interest and expenses allocated to the related items on the liability side of the
balance sheet are as follows:

Prior Period
| ¥ ] ym
Deposits 132,866 52,628 | 119,029 | 42,246
Funds Borrowed oswe | mow | e | eom
Interbank Money Markets ' 99,057 4230 52445 ° 10.434
Other Accruals L 21229 4 ,,A,‘,Z;Q?J,_,ﬁ ., 2067 ‘ 10.732
Total 307,478 141,713 201,601 ' 125414
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53 Off-Balance Sheet Items

5.3.1 Off-balance sheet contingencies

5.3.1.1 [Irrevocable credit commitments

Current Period | Prior Period
Letters of Guarantee in Foreign Currency 4774922 | 4575955
Letters of Guarantee in YTL 3.513,804 2,687 808
Letters of Credit I 1,705,694 1,505,384
Bills of Exchange and Acceplances 140,288 ! 143,541
Prefinancings - J -
Total 10,134708 | 8,912,688

5.3.1.2  Possible losses and commitments resulted from off-balance sheet items

A specific provision of YTL 1,567 thousands (31 December 2006: YTL 1,694 thousands) is made for
unliquidated non-cash loans of YTL 5,577 thousands (31 December 2006: YTL 6,621 thousands)
recorded under the off-balance sheet items in the accompanying financial statements.

The detailed information for commitments, guarantees and sureties arc provided under the statement of
“off-balance sheet items™.

As of 30 June 2007, in the Bank’s “other irrevocable commitments”, there are commitments for “credit
linked notes” with a total face value of USD 625,000,000 (31 December 2006: USD 625,000,000).

5.3.1.3 Non-cash loans

Current Period | Prior Period |
Non-Cash Loans against Cash Risks ____268685] 293,794 |
With Original Maturity of 1 Year or Less I 83598 41294
With Original Maturity of More Than | Year | ___________ 2 15“08'!*____2_5_2_._5 00 |
Other Non-Cash Loans __ 19,520,108 9,232,482
Total 10,788,793 9,526,276
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5.3.1.4 Sectoral risk concentration of non-cash loans

Current Period | Prior Period
U NTL e FC L e L YTL e FC (%)
Agriculture 15872] 045 13,830 0.19 | 12,036] 045 | 13,193 0.19
Farming and Stockbreeding 14,491 041 13,830, 0.19 11,2261 0.42 ]3.|93§ .19
Forestry 35 - - - 80¢ - ! .-
Fishery 1,326/ 0.04 4 - 830 0.03 A
Manufacturing . 1,170,175] 33.29 | 2,888,475; 39.71 709,238| 26.38 | 2,778,048] 40.63
Mining 327,648 9.32 | 22389 03] 66.001; 245 28819 042
 Production B11,472| 23.09 | 2468786 33.94 | 627.430} 23.34 | 2458165 3595
_Electricity. Gas. Water 31,055 0.88 3971001 5.46 15.807] 0.59 29].064E 4.26
Construction 567,717r 16.16 1,464,940¢ 20.14 | 438,975 1633 1,235059 18.06
Services 1,563,280] 44.49 | 2,714,819 3731 1,410,591! 52.47 l 2,658,889, 38.88
Wholesalc and Retail Trade 1,002,822] 2854 | 832593 1144 | 857786 3190 | s12.314] 11.88
Hotel. Food and Beverage Services 72,288 2.06 64.897] 0.89 684491 2.55 106313 1.5
Transportation and Telecommunication 83,6721 238 459,7067_5’3_.;72 X 73,029 272 ' 594,163 B8.69
__ Financial Institutions o 358318 1020 | 1,327,224 1335[ 370255| 13.77 | 11187421 1636
Real Estate and Renting Services 13,111 .37 12.264 __(_)_._]7 l 12,032 0.4.5 11,6851 017
“Self-Employment” Type Services - - - - S I
Educational Services 5,328| 0.15 3,623 0.05 5750 0.21 4.763E 0.07
Health and Social Services 27,7411 0.79 14,512 0.20 23,250 0.87 I0.909i 0.16
Other 196,883 561 | 192,802 265 | 117571 437 ' 152,876) 2.24
Total 3,513,927) 100.00 | 7,274,866| 100.00 | 2,688,511| 100.00| 6,837,765! 100.00

5.3.1.5 Non-cash loans classified under Group I and {1

Group | I Group 11 )

T. | FC T FC_
Non-Cash Loans 3,510,859 7,272,357 i
Letersof Guarantee 3,510,736 ATI3952 | . -
_Eills of Exchange and Bank Acceptances 75 140.213 I DU
Letters of Credit 48 2,358.192 - -

Endorsements - . . _ -

Underwriting Commitments - -4 - -

Factoring Related Guarantees - - - -

Other Guarantees and Surities - - - .

5.3.2 Financial derivative instruments

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.
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53.3

5.34

Contingent liabilities and assets

The monetary losses amounting YTL 712,872 thousands incurred in the 2001 financial year as a result of
the inflation accounting applied in compliance with the Temporary article no.4 added to the Banks Law
n0.4389 through the Law no.4743, were net off with extraordinary reserves, legal reserves and capital
reserves from inflation adjustments to equity items. As per the Temporary article no.4/13 of the same
Law and the statements of the reiterated article 14/1a of the Corporate Tax Law no.5422, these losses
have not been taking into account in the tax returns of the year 2001 and subsequent years, whereas such
losses should have been deducted from the taxable income. Accordingly, the tax returns were submitied
with a condition stating that such losses should have been deducted and the Bank may appeal to the tax
court for the tax return. Following the rejection of this condition by the tax office, the Bank appcaled 1o
the tax court for the corporate tax return of the year 2004 and the temporary tax periods of the year 2005
and the tax court decided in favour of the Bank. However, as of the reporting date, the judgement process
continues.

Services rendered on behalf of third parties

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™,
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5.4
5.4.1
54.1.1

5.4.1.2

54.1.3

54.1.4

5.4.2

5.4.2.1

Income Statement
Interest Income

Interest income from loans

Conventence Fransiation of rinancial Slatemenis
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

Current Period

Prior Period

YTL FC YTL FC_
Short-term loans 988,928 85,608 765,813 79565
Medium and long-term loans 424065 | 346356 | 231,351 ; = 236,658
Loans under follow-up WIS | o 2655 -
3rcm|u€nsreccwcd from Resource Utilization Support Fund Sl m w i _L :__ .
Total 1,424,150 431,964 | 1,020,819 316,223
Interest income from banks
CurrentPeriod | _ Prior Period

— YTL ) YIL L FC
Central Bank of Turkey 18,312 - 7.546
mDﬂg{pestic Banks 7,644 386 3,494
Foreign Banks 15,345 69,487 7,007
Foreign Headoffices and Branches - - - -
Total 41,301 69.873 | 18,047 27,851

Interest income from securities portfolio

Current Period

_ . Prior Period

YTL __FC_ YTL _FC_
Trading Financial Assets 7638 | 4120 6.193 9.8510
Financial Assets Valued at Fair Value through Profit or Loss | - - - T
Financial Asscts Available-for-Sale 556,482 | 167,717 | a2l _016__I 133349
Investments Held-to-Maturity 304,026 23,1}03 65279 | 97472
Total 868,146 195,640 . 492,548 240,672

Interest income received from associates and subsidiaries

Current Period

Prior Period

Interest Received from investments in Associates and Subsidiarics 7,381 1,816
Interest Expenses
Interest expenses on funds borrowed
Current Period Prior Period
irre . gried
YTL FC ? YTL FC
Banks 44,017 199,076 8552 | 152,148
Central Bank of Turkey - - . .
. 14,980 1,324 | 8552 © 1.269
ore 29,037 197,752 il 150.879
Foreign Headoffices and Branches - - - -
Other Institutions - 19047 . -1 0310
Total 44,017 218,123 8552 | 162,458
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Convenience Transtation of Financial Statements

and Related Disclusures and Footnotes

Originally Issued in Turkish, See Note 3.1.1

5.4.2.2  Interest expenses paid to associates und subsidiaries
Current Period | Prior Period
Interest Paid to Investments in Associates and Subsidiaries 14,257 8,528
5.4.2.3  Interest expenses on securities issued
Not prepared in compliance with the Article 25 of the communique “Financial $tatements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.
5.4.2.4  Mauaturity structure of interest expense on deposits
Time Deposits o
Account Description Demand Uptol | 1.3 3.6 | 612 ! Year l -““'“'““"f‘i"?- i Tot)
Deposits Month | Manths @ Months . Moanths ale l Deposit
— i i ‘ Over Accounts |
Turkish Lira_ ___ | ] ! ’ e
_Bank Deposits 164 42,676 - - [ - - - 42.840
_Suving Deposits 870 | 271845 | 492457 | 14667 | 3664 | 5642 - | 789.145
| Public Sector Deposits - 1,080 622 - 4 4 - 1.710
Commercial Deposits 4,531 | 225349 | 72,012} 1939 915 645 | - 305391
| Other o 318 | 7,906 | 10455 a8 8 17 - 18,752
Z7 Days Notice” Deposits - : = : - - - -
Total YIL 5883 | 548,856 | 575546 | 16654 | 4591 | 6308 - | 1,157,838
Foreign Currency — -
Foreign Currency Deposits | 11.183 | 109.948 | 108316 | 15676 | 8031 7.94 1910 | 263.005
Bank Deposits - | 12399 - - - - | 12399
7 Days Notice” Deposits _ | - - S T I S
_Precious Metal Deposits - 3 7 14 38 82
TetmlFC_ 11,183 | 122,350 | 108,323 15,690 8,089 794 [ 1910 | 275486
Grund Total r 17,066 671,206 | 683,869 32,344 12,680 14,249 . 1,910 1,433,324

5.4.2.5

5.4.2.6

5.4.2,

5.4.3

Interest expense on repurchase agreements

Not prepared in compliance with the Article 25 of the communigue “Financia! Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.

Financial lease expenses

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.

7 Interest expenses on factoring payables

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™,

Dividend income

Not prepared in compliance with the Anticle 25 of the communique “Financial 3tatements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.
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5.4.4 Trading income/losses (Net)

Current Period{ Prior Period

Income 1,366,021 2,261,219
Trading Account Income 564,247 | 4780417
Derivative financial instruments ; 506,230 ! 380,316
Others 4 58,017 97.701
Foreign Exchange Losses 801,774 1,783,272
Losses (-) 1,417,023 2,261,252
Trading Account Losses 608,087 380,257
Derivative financial instruments E 587,378 345,906
Others 1 20,709 44,351
Foreign txchange Losses 808,936 1,870,995
Total -51,002 7

5.4.3 Other operating income

The other operating income of the Bank, generally consists of collection or reversals of prior year
provisions, banking services related costs charged 10 customers and income in custody services.

In the current peried, the gain on sales of 80% shares in Garanti Sigorta AS, previously classified in
investments in subsidiaries, and 15% shares in Garanti Emeklilik ve Hayat AS, amounting YTL 762,584
thousands is recorded under other operating income.

5.4.6 Provision for losses on loans or other receivables
Current Period | Prior Pericd
Specific Provisions for Loans and Other Receivables 80,118 135,953
Loans and receivables in Group ll] 43,368 3.657
Loans and receivables in Group IV 23,185 4279
Loans and receivables in Group V 11,565 128,017
General Provisions i 67,317 45,257
Provision for Possible Losses ' 17,000 15,000
Impairment Losses on Securities | 856 27913
Financial assets at fair value through profit or loss 836 9393
Financial assets available-for-sale _ - 18,520
Impairment Losses on Associates, Subsidiaries and
Irlujvcstmcnls Held-to-Maturity m§82 9,964
Associates . P
Subsidiaries 382 -t
Joint Veniures e -]
fnvestments held-to-maturity l e E 9,v64
Others | 228l 30418
Total ‘ 167,901 ! 263,405
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5.4.7 Other operating expenses

i
! Current Period | Prior Period

Personnel Costs ; 292,274 ! 245,197
Reserve for Employee Termination Benefits ! 3.973 i 2877
Deficit Provision for Pension Fund | -
Impaiment Losses on Tangible Assets 2 3
Depreciation Expenses of Tangible Assels 67,812 63,381

Impairment Losses on Intangible Assets - -

Amortisation Expenses of Intangible Assets 11.159 10.912

Impairment Losses on Assets to be Disposed - -
Depreciation Expenses of Assets to be Disposed ; o :

Impairment Losses on Assets Held for Sale - -

Other Operating Expenses o 333,164 276089
Operational lease related expenses 335,482 25162
Repair and maintenance expenses 87 5,332
Advertisement expenses ! 48682 40482
Other expenses ! 240083 205003

Loss on Sale of Assets 3043 10,731

Others 1030631 38.966

Total 814,490 670,156

5.4.8 Profit/loss before taxes

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks”.

5.4.9 Provision for taxes on income

As of 30 June 2007, the Bank recorded a tax expense of YTL 254,226 thousands {31 December 2006:
YTL 259,965 thousands) and a deferred tax income of YTL 21,226 thousands (31 December 2006: YTL
5,735 thousands, a deferred tax expense).

Deferred tax incame/expense an timing differences

Deferred tax income/(expense) on timing difference _Current Period

Increase in tax deductable timing differences 16,330

Decrease in tax deductable timing differences (-) ' o _2£7§W

Increase in taxable timing differences (-) L

Decrease in taxable timing differences 8.910

Total 21,226
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5.4.10

5.4.11

5.4.11.1

5.4.11.2

5.4.12

Deferred tax income/expense in the income statement arising on timing differences, tax losses and tux
deductions and exemptions

Deferred tax income/{expense) arising on timing differences, Current Period

tax losses and tax deductions and exemptions

Increase/(decrease) in tax deductable Liming differences 14,054

{Increase)/decrease in taxable timing differences 7172

Increase/(decrease) in tax losses -

Increase/(decrease) in tax deductions and exemptions -

Total 21,226

Operating profit/loss after taxes

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks”.

Net profit and loss

Any further explanation on operating results needed for better understunding of the Bank's
performance

Nene.
Any changes in estimations that might have a material effect on current and subsequent period results

None.

Components of other items in income statement, as each sub-account exceeding 20% of the total
seperately, exceeding 10% of total income statement

None,
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5.5 Statement of Changes in Shareholders’ Equity

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks”.
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5.6 Statement of Cash Flows

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.
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5.7 Related Party Risks

5.7.1 Transactions with the Bank’s risk group; lendings and deposits and other related party
transactions outstanding at period end and income and expenses from such transactions incurred
during the period

5.7.1.1 Loans and other receivables

Current Period

Bank’s Risk Group Asmciate.s, Subsidiaries (Bank’s Direct and Indirect{Other Components in Risk
. .. _ .l_ andJoint-Yentures Shareholders Group )
Loans and Other Reccivables | Cash ' Non-cash Cash  ; Non-cash Cash . Non-cash
_ Balance at beginning of period 668,516 22,923 224,108 8253 | 25.793 _AL793
_ Balance at end of period 851,449 47,061 217,811 1.078 30,992 116364
Interest and Commission Income 12,554 47 2 69 1,406 | 402

Prior Period

Bank's Risk Group Assuciatc_s, Subsidiarics |Bank’s Diirect and Indirect' Other Components in Risk
R _and Joint-Ventures Sharcholders Group
Loans and Other Reccivables | Cash Non-cash Cash l Non-cash Cash | _ Nen-cash
Balance at beginning of period 1 554,054 ! 15818 | 220,633 | 155948 ' 120193 - 2006
Balance at end of period | 668516 | 22923 | 224,108 8253 | 25.793 ] C41.793
Interest and Commission Income 2,313 63 ' 7 880 877 L 13

3.7.1.2  Deposits

Associates, Subsidiaries and | Bank's Direct and Indirect ' Other Components in Risk

Bank’s Risk Group Joint-Ventures Sharcholders _____Group .
Deposits Current Period! Prior Period | Current Period |Prior Period| Current Period |Prior Period
_Balance at beginning of period 218,882 167,596 75,693 | 1,144326 | 130,183 | 125.333
Balance at end of period 202,458 218,882 132,985 75693 | 88437 130,183
Interest Expense 14,257 8,528 8,450 25,590 5,202 | 5417

5.7.1.3  Derivative transactions

Associates, Subsidiaries and | Bank’s Direct and Indirect | Ocher Components in Risk

Banl—c-s l}'SR Group Joint-Ventures - Sharcholders . Growp

o .Currem Peri(ul| Prior Period | Current Period Prior Period Current Perivd Prior Period
T'ransactions for Trading: . l

B [n]cug_i_nning of Period 2,790 . . - . .
EndofPeriod 1,304 2,790 - ol L
I'otal Profit/Loss 2 -5,023 - -10 I - -

ledging Transactions: - - - - - -

Beginning of Period - - - - - -

End of Period - - - - . .
[Total Profit/Loss - - - - . -
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5.7.2

5721

5.7.2.2

5.7.23

5.7.2.4

5.7.2.5

The Bank’s risk group

Relations with companies in risk group of/or controlled by the Bank regardless of nature of current
fransactions

Transactions with the risk group, are held under arm’s-length conditions; terms are set according to the
market conditions and in compliance with the Banking Law. The Bank’s policy is to keep the balances
and transaction volumes with the risk group at reasonable levels preventing any high concentration risk
on balance sheet.

Concentration of transaction volumes and balances with risk group and pricing policy

The cash loans of the risk group amounting YTL 333,064 thousands (31 December 2006: YTL 145,174
thousands) compose 1.01% (31 December 2006: 0.53%) of the Bank’s total cash loans and (.58% (31
December 2006: 0.29%) of the Bank’s total assets. The total loans and similar receivables amounting
YTL 1,100,252 thousands {31 December 2006: YTL 921,207 thousands) compose 1.21% (31 December
2006: YTL 1.83%) of the Bank’s total assets. The non-cash loans of the risk group amounting YTL
164,503 thousands (3] December 2006: YTL 72,969 thousands) compose 1.52% (31 December 2006:
0.77%) of the Bank’s total non-cash loans. The deposits of the risk group amounting YTL 423,880
thousands (31 December 2006: YTL 424,758 thousands) compose 1.27% (31 December 2006: 1.41%) of
the Bank’s total deposits. The pricing in transactions with the risk group companies is set in compliance
with the market prices.

Other matters nat required to be disclosed
None.

Transactions accounted under equity method
Please refer to Notes 5.1.7 and 5.1.8.

All kind of agreements signed like asset purchases/sales, service rendering, agencies, leasing, research
and development, licences, funding, guarantees, management services

The Bank has agency contracts with Garanti Yatirim Menkul Kiymetler AS, Garanti Sigorta AS, Garanti
Emeklilik ve Hayat A$, Accordingly, all the branches of the Bank serve as agencies to scll the products
of these entities to customers. Agency services for trading of securities are rendered by the Bank’'s
specialised branches (Investment Centers).

Purchase of equipments for the Bank’s internal use are partly arranged through financial leasing.
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5.8 Domestic, Foreign and Off-Shore Branches or Investments and Foreign Reprensentative
Offices

Not prepared in compliance with the Article 25 of the communique “Financial Statements and Related
Disclosures and Footnotes to be Announced to Public by Banks™.

68




Tiirkive Garanti Bankasi AS Convenience Translation of Financial Statements
Unconsolidated Interim Financial Report as of and for and Related Disclosures and Footnotes
the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3.1.1

{Thousands of New Turkish Lira (YTL))

5.9

Significant Events and Matters Arising Subsequent to Balance Sheet Date

On 5 July 2007, the Bank has reached an agreement with Deutsche Bank AG regarding the transfer of its
cuslody services to foreign institutional investors for US$ 115 milliens. Pursuant to the agreement,
ongoing services provided to foreign institutional investors will continue to be provided by the Bank for
the duration of the next ten months.

Deutsche Bank AG has paid US$ 115 millions consideration for the transfer of the said services up front
and following the deduction of the Banking and Insurance Transaction Tax at 5% from such amount, the
remaining will be recognized in the Bank’s income of the corresponding period.

On the other hand, custody services provided by the Bank to local investors will continue to be provided

as presently carried out and such investors will continue to receive custody services from Tiirkiye Garanti
Bankas1 AS.
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5.10 Other Disclosures on Activities of the Bank
5.10.1 Other disclosures

s On 5 February 2007, the Bank obtained a subordinated debt of US$ 500 millions from foreign markets
with an interest of 6.95% and maturity of 10 years with a repayment option for the Bank at the end of
the fifth year. This debt is qualified as the secondary subordinated debt to be included in the
supplementary capital by BRSA in the calculation of the Bank’s capital adequacy ratio as of 5
February 2007 in compliance with the conditions set in the legislation on “Banks” Equities™ issued by
BRSA and published in the Official Gazette n0.26333 dated | November 2006.

s It was decided during the Board of Directors meeting of the Bank on 4 April 2007 to merge the
Romania branches of Garanti Bank International NV’s, a fully owned sutsidiary of the Bank in
Holland and the following companies of GE Consumer Finance; Domenia Credit IFN, Ralfi 'FN and
Motoractive Leasing [FN operating in Romania. The ultimate shareholders of Motoractive Leasing
[FN, the company planned to operate in Romania under the banking license afier these mergers will be
T. Garanti Bankas: AS, Dogus Holding AS and GE Consumer Finance. The work on this issue
continues.

» [t has been resolved in the Bank’s board of directors meeting held on 11 June 2007 that:

- the Article 38 “Voting” of “the Articles of Association of the Bank™ will be amended to provide right
of one vote for each share of 1Ykr (the pertaining amendment reflects a technical adjustment, related
to the transition to YTL and does not entail any change regarding the voting rights of the shares).

- the Article 45 “Distribution of Profit” of “the Articles of Association of the Bank™ regarding the
distribution of the net profit lo members of the board of directors and the personne! will be abolished
and removed from “the Articles of Association of the Bank™; and other terms in Article 45 regarding
distribution of net profit will remain without any changes.

The applications have been filed with the BRSA and the CMB for these resolutions on 13 June 2007,

Following the completion of this process, the amendments to “the Articles of Association™ will be
submitted for approvat at the extraordinary general assembly meeting.

5.10.2  The Bank’s latest international risk ratings

MOQODY'S (April 2007*)
Long Term FC Deposit Bl
Long Term YTL Deposit Al
Short Term Y'TL. Deposit Prime-2
l.ong Term FC Deposit Qutlook Stable
ISR C-
FSR Outlook Stable
Long Term National Apa.lr
Short Term National TR-1
STANDARD AND POORS (June 2006*)
Long Term FC Obligations BRB-
Long Term YTL Deposit BB-
Outlook Stable
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FITCH RATINGS (June 2007*)

Foreign Currency

Long Term BB
Short Term B
OQutlook Stable
Individual C
Suppert 3

Turkish Lira

long Term BB+
Short Term B

Outlook Stable
National AA+
OQutlook Stable

CAPITAL INTELLIGENCE (July 2007*)

l.ong Term FC Obligations BB-
Short Term FC Obligations B
Domestic Strength BBB+
Support 2
Qutleok Stable

{*) Latest dates in risk ratings or owtlooks.

5.10.3 Dividends

At the Annual General Assembly dated 17 April 2007, it was decided to distribute the income of 2006 as
follows:-

2006 PROFIT DISTRIBUTION TABLE

CURRENT YEAR PROFIT 1,063,663
A - L.Legal reserve (Turkish Commercial Code 466/1) at 5% -53,183
Undistributable funds -23.019
B — The first dividend at 5% of the Paid Capital -105.000
C - Extraordinary reserves at 5% afier above deductions -44,123
D-
- to the members of the Board of Directors upto 5% -
- to the Bank personnel at 5% -38.106
- to the owners of the Founder Shares -76,213
E - Extraordinary reserves =712.588
I - Il Legat reserve (Turkish Commercial Code 466/2) -11.432

In the profit distribution, the undistributable funds are allocated as YTL 27,717 thousands due to changes
in certain applications; and the difference is compensated by appropriation from extraordinary reserves.

As per the resolutions of the Board of Directors and the Annual General Assembly on 17 April 2007, the
profit distribution as detailed below was decided. The distribution of the profit has started.
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CASH DIVIDEND ON 2006 PROFIT FOR ORDINARY SHARE HOLDERS

AMOUNTS TO BE PAID IN CASH DIVIDEND
- TARE PAYMENT
TOTAL wm[i) [:Ir?xL(:h;Dvl;ﬁRU? I(;\F"{ :;Tl ! DATE
AMOUNT OF A - -
DIVIDEND AMOUNT RATIO (%)
»
GROSS (*) 105,000 0.05000 5.00000 54.04.2007
NET 89,250 0.04250 4.25000
CASH DIVIDEND ON 2006 PROFIT FOR FOUNDER SHARE HOLDERS
AMOUNTS TO BE PAID IN CASI
TOTAL DIVIDEND PER SHARE DIVIDEND
AMOUNT OF PAYMENT
DIVIDEND | NO OF SHARES AMOUNT DATE
GROSS (* 76,21 70 20
() 3 3 6 24.04.2007
NET 64,781 370 175

(*) There will be no withholding tax of 15% on the cash dividends paid to the resident insiitutions and the parties eaming

revenues through their operations or permanent representatives in Turkey.

72




T

Jirkiye Garanti Bankasi A Convenience Iransiaiton ¢f rinanciat Siaremenis
Unconsolidated Interim Financial Report as of and for and Related Disclosures and Footnotes
the Six-Month Period Ended 30 June 2007 COriginally Issued in Turkish, See Note 3.1.1
(Thousands of New Turkish Lira (YTL)}

6 Independent Auditor’s Review Report

6.1 Disclosure on Independent Auditor’s Review Report

The Bank’s unconsolidated interim financial statements as of 30 June 2007, are reviewed by Akis
Bagimsiz Denetim ve Serbest Muhasebeci Mali Misavirlik AS (the member firm of KPMG
International). It was noted in their review report dated 8 August 2007 that nothing material has come to
their attention that caused them to believe that the accompanying unconsolidated interim financial
statements do not give a true and fair view of the Bank’s financial position and results of its operations as
of 30 June 2007.
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With Independent Auditors’ Review Report

Akis Bagimsiz Denetim ve Serbest
Muhasebeci Mali Miisavirlik AS

8 August 2007

This report contains "Independent Auditors’ Review
Report™ comprising | page and, "Consolidated
Financial Statements and Related Disclosures and
Footnotes "comprising 77 pages.




Convenieoce Transiation of the Independent Auditors’ Review Report
Qriginally Prepared and Issued in Turkish (See Note 3.1.1)

To the Board of Directors of Tirkiye Garanti Bankas; AS

We have reviewed the consolidated balance sheet of Thrkive Garanti Bankasi AS (“the
Bank™ and its financial affiliates as of 30 June 2007 and the related consolidated income
statement, statement of cash flows and statement of changes in sharcholders® equity for the
interim period then ended. These financial statements arc the responsibility of the Bank's
management. Qur responsibility, as independent auditors is to issue a report on these financial
statements based on our review,

We conducted our review in accordance with the accounting and reporting system and the
regulations on the accounting and independent andit principles as per the (Turkish) Banking
Law No. 5411. These regulations require that we plan and perform the review to obtain
moderate assurance as 1o whether the financial statements are free of material misstatement. A
review is limited primarily to inquiries of the personnel of the Bank and analytical procedures
applied to financial data and thus provides less assurance than an sudit. We have not
performed an sudit, and accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying consolidated financial statements are not prescated fairly, in all material
respects, the financial position of TUrkiye Garanti Bankas: AS and its financial affilistes as of
30 June 2007 and the result of its operations and cash flows for the six-month period then
ended in accordance with the accounting principles and standards that are based on the current
regulations described in Articles 37 and 38 of the (Turkish) Banking Law No. 5411 and other
communiques, disclosures and directives issued by the Banking Regulatory and Supervisory

Agency.
Istanbul, Akis Bagimsiz Denetim ve Serbest

8 August 2007 Muhasebeei Mali Msavirlik
Anonim $irketi

Wil

Murat Alsan
Pariner

Certified Public Accountant

Additional paragraph for convenience transiation to English:

As explained in Note 3.1.1, the accompanying consolidated financial statements are not intended
to present the financial position and results of operations in accordance with the accounting
principles and prctices generally accepted in countries and jurisdictions other than Turkey.




(Convenience Translation of Financial Statements and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1)

Tiirkiye Garanti Bankasi Anonim Sirketi and Its Financial Affiliates

Levent Nispetiye Mah.Aytar Cad.
No:2 Besiktag 34340 Istanbul
Telephone: 212318 18 18

Fax: 212 216 64 22
wiww.garanti.com.tr
www.garantibank.com.tr

investorrelations{@garanti.com.tr

The consolidated interim financial report for the six-month period ended, prepared in accordance
with the communique of Financial Statements and Related Disclosures and Footnotes to be
Announced to Public by Banks as regulated by Banking Regulation and Supervision Agency, is
comprised of the following sections:

I. General Information about the Parent Bank

. Consolidated Financial Statements of the Parent Bank

. Accounting Policies

. Consolidated Financial Position and Results of Operations

. Disclosures and Footnotes on Consolidated Financial Statements
. Independent Auditors’ Review Report

o da Lo b

The consolidated subsidiaries and associates in the scope of this consolidated interim financial report are
the followings:

Subsidiaries Associates

1.Garanti Bank International NV 1. Garanti Sigorta AS
2.Garanti Finansal Kiralama A$

3.Garanti Bank Moscow

4,Garanti Faktoring Hizmetleri AS

5.Garanti Emeklilik ve Hayat AS

6.Garanti Yaurim Menkul Kiymetler A$

7.Garanti Portfoy Yonetimi AS

8.Garanti Financial Services Plc

9.Garanti Fund Management Co Lid




The consolidated financial statements and related disclosures and footnotes that were subject to
independent review, are prepared in accordance with the Regulation on Accounting Applications
for Banks and Safeguarding of Documents, Turkish Accounting Standards, Turkish Financial
Reporting Standards and the related statements and guidances and in compliance with the financial
records of our Bank. Unless stated otherwise, the accompanying consolidated financial statements

are presented in thousands of New Turkish Lira (YTL).

Ferit F. Sahenk M. Ciineyt Sezgin Des O’Shea S. Ergun Ozen Aydin Senel
Board of Audit Board Audit Board General Executive Vice
Directors Member Member Manager President
Chairman Responsible of

Financial Reporting

The authorized contact person for questions on this financial report:

Name-Surname/Title: Handan SAYGIN/Senior Vice President of [nvestor Relations
PPhone no: 90 212 318 23 50
Fax no: 902122165902

Aylin Aktiirk
Coordinator
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Tiirkiye Garanti Bankasi AS and Its Financial Affiliates
Consolidated Interim Financial Report as of and
for the Six-Month Period Ended 30 June 2007

{Thousands of New Turkish Lira (YTL)}

1.1

1.2

/

General Information

History of parent bank including its incorporation date, initial legal status,
amendments to legal status

Tiirkiye Garanti Bankas1 Anonim Sirketi (the Bank) was established by the decree of Council of
Ministers numbered 3/4010 dated 11 April 1946 and its “Articles of Association™ was issued in
the Official Gazette dated 25 April 1946. The Bank provides banking services through 514
domestic branches, five foreign branches and four representative offices abroad. The Bank’s
head office is located in Istanbul.

Parent bank’s shareholder structure, management and internal audit, direct and
indirect shareholders, change in sharcholder structure during the year and
information on its risk group

As of 30 June 2007, Group of Companies under Dogus Holding AS that currently owns 25.87%
shares of the Bank, is called as the Dogus Group (the Group). On 22 December 2005, Dogus
Holding AS has completed the sale of 53,550,000,000 shares composing 25.5% of the Bank’s
issued share capital to “GE Arastirma ve Miigavirlik Limited $ti.” of General Electric (GE)
group, as explained in Note 1.4. Accordingly, GE acquired a joint control on the Bank’s
management.

Dogus Group

The Group was established in 1951 as a construction and contracting firm. Today, in addition to
the construction sector, the Group operates in a variety of businesses consisting of financial
services, automotive, media, tourism and service sectors with more than 19.000 employees. The
Group operates partnerships and has distribution, management and franchise agreements with
internationally recognized brand names, such as Volkswagen, Audi, Bentley. Porsche, Seat,
Scania, ITT Sheraton, Hyatt Regency, Jeeves, Armani, Gucci and CNBC. In the construction
sector, the Group has an important role in certain ongoing projects such as Arakli-lyidere and
Sinop-Boyabat motorways, Kadikdy-Kartal and Otogar-Bageilar subways, Yusufeli and Artvin
dams, Ukraine Dnyeper bridge. The Group has tourism investments such as Sheraion Voyager,
Club Aldiana and Paradise Side Apart Otel and five marinas which are adjudicated by “build,
operate and transfer model” such as Dalaman, Didim, Turgutreis, Bodrum and Antalya.

The investments of the Group in the financial sector are; Tiirkiye Garanti Bankas: AS, Garanti
Bank International NV, Garanti Bank Moscow, Garanti Finansal Kiralama AS, Garanti Yaturnim
Menkul Kiymetler AS, Garanti Portfby Yonetimi AS, Garanti Sigorta AS, Garanti Emeklilik ve
Hayat AS, Garanti Faktoring Hizmetleri AS, Garanti Odeme Sistemleri AS, Garanti
Gayrimenkul Yatinnm Ortakhig! AS and Volkswagen Dogus Tiiketici Finansmani A§.

General Electric Group

GE is a company providing variety of technology, media and financial serviczs including
aircraft ¢ngine and energy production, water and security technologies, medical systems,
corporate-retail financing services and media services. GE operates in more than 100 countries
through its six major business lines providing services through their own business units with
more than 300 thousand employees. These six business lines are; GE Consumer Finance, GE
Commercial Finance, GE Healthcare, GE Industrial, GE Infrastructure and NBC Universal.

GE Consumer Finance, one of its six major business lines extend loans to consumers, retailers
and car vendors in 41 countries. GE Consumer Finance provides variety of financial products
such as store credit cards, consumer loans, bank cards, automobile loans and leasing, mortgage,
corporale traveling and spending cards, debt consolidation, housing toans against mortgage and
credit insurance. |

Convenience Translation of Financial Statements
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1
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1.3

Information on parent bank’s board of directors chairman and members, audit
committee members, chief executive officer, executive vice presidents and their
shareholdings in the bank

Board of Directors Chairman and Members:

lExperience in
Appointment Banking and Business
Name and Surname Responsibility Date Education Administration
Ferit Faik Sahenk Chairman 18.04.2001 | University 17 years
Sitleyman Sézen Vice Chairman 08.07.2003 | University 25 years
Muammer Ciineyt Sezgin Member of BO,D and Audit 30.06.2004 PhD 22 years
Committee
Dr. Ahmet Kami] Esirtgen Member 19.03.1992 PhD 33 years
Charles Edward Alexander Member 22.12.2005 | University 27 years
Des O’Shea Member OfBO_D and Audit 02.11.2006 Master 30 years
Committee
Oliver B.R.V. Piani Member 21.02.2007 Master 26 years
Dmitri Lysander Stockton Member 22.12.2005 | University 16 vears
Sait Ergun Ozen Member and CEO 14.05.2003 | University 20 vears

The membership positicns of Des O’Shea and Qlivier B.R,V. Piani who have been assigned as
of 2 November 2006 and 21 February 2007, respectively for the vacant positions of Daniel Noel
O’Connor and Richard Alan Laxer to complete their duties, were approved by the Annual
General Assembly held on 17 April 2007.

CEOQ and Executive Vice Presidents:

Experience in
Appointment Banking and Business
Name and Surname Responsibility Date Education Administration
Sait Ergun Ozen CEO 01,04,2000 University 20 years
Adnan Memis EVP-Support Services 03.06.1991 University 29 years
Ali Fuat Erbil EVP-Retail Banking 30.04.1999 PhD 15 years
Ali Temel EVP-Loans 21.10.1959 University |7 years
EVP-H R &
Gkhan Erun umah Besolrees 18.08.2005 |  Master 13 years
Investment Banking
Faruk Nafiz Karadere EVP-SME Banking 01.05.1999 University 25 years
Halil Hisnii Erel EVP-Opcrational Services 16.06.1997 University 22 years
Uruz Erstzoglu EVP-Treasury 03.04.2006 University 16 years
EVP-Financial Institutions &
Tolga Egemen rane n_ PHHOn 21.09.2000 University 15 years
Corporate Banking
Turgay Génensin EVP-Commercial Banking 15.12.2001 University 22 years
EVP- General Accounting &
Aydin $enel . lc,ncr c . Hatng 02.03.2006 University 26 years
Financial Reporting
EVP-1 ational Busi
Zekeriya Oztitrk prernational Business 02.03.2006 |  Master 12 years
Development

The top management listed above does not hold any unquoted shares of the Bank.

Afzal Mohammed Modak has been assigned as the executive vice president responsible of the
finance function of the Bank on 20 July 2007.
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1.4

1.5

Information on parent bank’s qualified shareholders

Paid-in ;  Unpaid

i |
Company I Shares Ownership Capitat ' Portion
Dogus Holding AS 462250 | 220119% | 462,250 .
GE Arastirma ve Misavirlik Limited $ti 535,506 | 25.5003% | 535506 ° .

In accordance with the Articles of Association of the Bank, there are 370 founder shares. It is
required in the Articles of Association to distribute 10% of the distributable profit to the holders
of these founder shares after allocating 5% to legal reserves, distributing dividend at an amount
equal to 5% of the capital and allocating 5% of the remaining to extraordinary reserves.

Summary information on parent bank’s activities and services
Activities of the Bank as stated at the third clause of its Articles of Association are as follows:
o All banking operations,

¢ Participating in, establishing, and trading the shares of enterprises at various sectors within
the limits setforth by the Banking Law;

¢ Providing attorneyship, insurance agency, brokerage and freight services in relation with
banking activities,

¢ Purchasing/selling debt securities, treasury bills, government bonds and other share
certificates issued by official and private institutions,

¢ Developing economical and financial relations with foreign organizations,
e Dealing with all economic operations in compliance with the Banking Law.

The Bank’s activities are not limited to those disclosed in that third clause, but whenever the
Board of Directors deems any operations other than those stated above to be of benefit to the
Bank, it is recommended in the general meeting, and the launching of the related project
depends on the decision taken during the General Assembly which results in a change in the
Articles of Association and on the approval of this decision by the Ministry of [ndustry and
Commerce. Accordingly, the approved decision is added to the Articles of Association.

The Bank is not a specialized bank but deals with all kinds of banking activities. Deposits are
the main sources of the lendings to the customers. The Bank grants loans to companies
operating in various sectors while aiming to maintain the required level of efficiency and
profitability.

The Bank also grants non-cash loans to its customers; especially letters of guarantee, letters of
credit and acceptance credits.

Convenience Transiation af Financial Statements
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1




(Convenience Translation of Financial Statements Originally Issued in Turkish)

Tiirkive Garanti Bankasi Anonim Sirketi and Its Financial Affiliates

Consolidated Balance Sheet
At 30 June 2007
THOUSANDS GF NEW TURKISH LIRA (YTL)
— CURRENT PERIOD PRIOR PERIOD
ASSETS Faomotes 30 June 2007 31 December 2006
YTL FC | Toral YTL FC Total

L CASH AND BALANCES WITH CENTRAL BANK 5.1 1863116 | 3.221.475 5,084,591 1.88541%  3,399.014 5,284,433 ‘
1L FINANCEAL ASSETS AT FAIR YALUE THROUGH . ‘

PROFIT OR LOSS (Net) 512 277.286 996.057 1.273.343 112.526 ] 940.039 1.052.565 |
2.1 Financial assets held for rading 250519 956.596 1207115 96.229 | 901.214 997,443
2.1.1  Gowvernment sccuritics 238.510 138.793 377.303 86.754 | 128.549 215.303
2.1.2  Equiry securities 1.802 - 1.802 - - .
2.1.3  (nher securities 106.207 B17.803 28010 2.475 f 772 665 782140
22 Financial assets valued at fair value through profit or loss - - - - - -
221 Gowernment securities - - - - - -
222 Equity securitics - - - - - -
2.2.3  Other securities - - - - -
23 Trading derivatives 26.767 39.461 66.228 16.297 38.825 55122
11 BAMKS AND OTHER FINANCIAL INSTITUTIONS 5.3 LOGLISD | 2558504 | 3.619.694 207543 | 345038 | 255188
A INTERBANK MONEY MARKETS - - - -1 -
4.1 [nterbenk money market placements - - - - l - -
42 [s1anbul Stock Exchange moncy market placements . - . - - -
43 Receivables from reverse repurchase agreements - - - - - -
v, FINANCIAL ASSETS AVAILABLE-FOR-SALE (Net) 5.4 5.997.890 | 4.573.93G | 10.571.826 | 5.604.552 « 4205447 | 9.809.999
51 Equily securities 26.004 32643 58.657 21513 i 21 668 49,181
5.2 Government securities 5971876 2.591.969 8.563 845 5.577.03¢ | 3.992 815 9.569.854
53 Other securitics - 1.949.324 1.949.324 -1 190,964 190,964
¥l LOANS 5.1.5 18.775.380 | 15.829.651 | 34.605.031 | 15.721.751 : 15.513.102 | 29.234.853
6.1 Performing loans 18.506.913 | 15.829.211| 34.336.124| 15.536.406; 13.512605( 29.049.011
6.2 L.oans under follow-up 767.546 6.579 774125 636.589" 7645 644,234
63 Specific provisions (-} 499.079 6.139 505.2i8 451,244 7148 458.392
VIL,  FACTORING RECEIVABLES 5.1.6 292.434 107.673 400,107 331436 71.162 402,598
VI, INVESTMENTS HELD-TO-MATURITY (Net) 5.7 4.105.723 972422 | SOTRI45 | 40339780 1138613 5.171.60)
8.1 Government securities 4,102,701 943,464 5.046,165 | 40320261 1,073 790 5.105816
8.2 Other securities 3.022 28,953 31.980 1.952 i 64 813 66,785
Ix, INVESTMENTS IN ASSOCIATES (Net) 5.1.8 16.541 - 26.541 1.535 - 1.535%
9.1 Associates consolidated under equity accounting - - - - .
9.2 Uncensolidated associates 26.541 - 26.541 1.535 ! - 1.535
9.2.1  Financial investments in associates 24.898 - 24.898 - - -
9.2.2  Non-financial investments in asscciates 1.643 - 1.643 1.535 . 1.535
X. INVESTMENTS IN SUBSIDIARIES (Net) 5.9 8,177 86t 8,738 8310 585 8,895
10.1  Uncensolidated financial investments in subsidiaries 419 561 o80 419 585 1.004
102 Uncensolidated non-financial invesments in subsidiacies 7.758 - 7.758 7891 - 7.891
Xl INVESTMENTS IN JOINT-VENTURES (Net} 5110 - - - - - -
1.} Joint-ventures consolidated under equity accounting - - o .
1.2 Unconsolidated joint-ventures - - - - - -
11.2.1 Financial investments in joint-ventures - - - - - -
11.2.2 Non-[inancial investments in joint-ventares - - - -, - -
X1l LEASE RECEIVABLES (Nei) 511 469.028 1.091.731 1.560.759 399.486 . 837.)82 1.2H6.868
121 Financial lease receivables 589,735 1.211.784 1.801.519 501.047 } 990.216 1,491,233
12,2 Operational lease receivables - - - - - -
123 Others - - I . N - -
124 Unecarned income (- ) 120.707 120.053 240.760 101531 . 102,334 204,265
XIHL DERIVATIVE FINANCIAL ASSETS HELD FOR )

RISK MANAGEMENT 5102 - 3,362 3.362 - ! 4.799 4.799
13.1  Fair value hedges - . - . . R
13.2  Cash flow hedges - 3.362 3.362 . 4.799 4.799
133 Nei foreign investment hedges - - - - - -
XIV. TANGIBLE ASSETS {Net) 50,13 912.922 61.537 974,459 917,332 59,955 977.287
XV, INTANGIBLE ASSETS (Net) 5114 36.024 5823 91.847 83.547 3.725 87272
15,1 Goodwill 6.388 B 6.338 6.388 - 6,388
15.2  Other intangibles 79.636 5823 85.459 77139 3725 20.884
XVI. TAX ASSET 67.303 - 67,303 43,810 20 43,830
16,1 Current tax psset - . . . . .
162 Deferred tax asset 5115 67.303 - 67.303 43,810 20 43.830
XVIL ASSETS HELD FOR SALE 5.1.16 108.430 - 108.430 115.19% b - 115196
X¥II. OTHER ASSETS 5.7 1,114,293 132.855 1.247.148 219,364 | 165.149 1.084.513

TOTAL ASSETS 35.165.737 | 19.555.587 | 64.721.324 | J0.385.785 | 26, 734040 | 57.119.825




(Convenience Translation of Financial Statements Originally Issued in Turkish)

Tiirkive Garanti Bankasi Anonim Sirketi and Its Financial Affiliates
Consolidated Balance Sheet

At 30 June 2007
THOUSANDS OF NEW TURKISH LIRA (YTL)
. . Ayt g s N CURRENT PERIOD PRIOR PERIOD
LIABILITIES AND SHAREHOLDERS' EQUITY Footnotes 30 June 2007 31 December 2006
YTL FC Total YTL FC Total

L DEPOSITS 521 16.613.712 | 20.948.738 | 37.562.450 | 14.326.846 | 19,453,359 i 33.780.205
IL DERIVATIVE FINANCIAL LIABILITIES HELD

FOR TRADING 5.2.2 465.385 3429 496.814 243.504 15.641 259.54%
(148 FUNDS BORROWED 5.2.3 895.417 | 9.338.963 | 10.234.380 950116 | 8.7t175%{ 9.661.87%
v INTERBANK MONEY MARKETS 524 5.343.124 TILI0 | 6054594 [ 43100794 984851 1 5.295.645
4.1 interbank money market takings - - - - - -
4.2 Istanbul Stock Exchange money market takings - - - - - -
4.3 Obligations under repurchase agreements 5.343.224 TI1L.370 | 6054594 | 4.310.794 984.851 5.295.645
A\ SECURITIES ISSUED (Net) - - - - - -
5.1 Bills - - - . - .
52 Asset backed securitics - - - - -t -
53 Bonds - - - - - -
YL FUNDS - - - . - -
VIL  MISCELLANEOUS PAYABLES 2.050.598 148,630 | 2,199.228 | 1.599.078 1414201 1L.740,498
VI, OTHER EXTERNAL RESOURCES PAYABLE 111.661 243.272 354933 111.242 462.460 LYAN 1]
X, FACTORING PAYABLES 525 - - - - - -
X, LEASE PAYABLES (Net) 526 - 26 26 - 1.664 1.664
10.!  Financial lease payables - 29 29 - 1.815 1.815
16,2 Operational lease payables - - - - - -
103 Others - - - - - -
10.4  Deferred expenses( - ) - 3 3 - 151 151
XL DERIVATIVE FINANCEAL LIABILITIES HELD

FOR RISK MANAGEMENT 527 - 4.769 4.769 - - -
1.1 Fair value hedges - - - - - B
11.2 Cash flow hedges - 4.769 4.769 - - -
113 Net foreign investment hedges - - - - - -
XIl.  PROVISIONS 528 591.090 18.383 609.473 614,762 22.748 637.510
12.1 General provisions 211,997 12.461 224.458 148.747 9.719 158,466
12,2 Restructuring reserves - - - - - -
123 Reserve for employee benefits 149.791 - 149.791 129.930 - 129.930
12,4 Insurance technical provisions (Net) 102.632 - 102,632 198.676 §.068 206744
12,5 Qther provisions 126.670 5.922 132.592 132429 4.961 142.370
XHI.  TAX LAABILITY 529 268.019 4.745 272764 200.135 1.287 201,422
131 Current tax liability 268.019 1.639 269.558 199.418 896 200.314
13.2  Deferred tax liability - 3,106 3,106 ni 3% 1.108
XIV.  PAYABLES FOR ASSETS HELD FOR SALE 5.2.10 - - - - - -
XV. SUBORDINATED DEBTS 5211 - 803.472 803.472 - 143.372 143,372
XVL. SHAREHOLDERS' EQUITY 5212 6,064,907 63.514 | 6.028.421 | 4.748.777 75.610 | 4.824.387
16.1  Paid-in capital 2.100.000 - 2100000 | 2.100.000 - 2.100.000
16,2 Capital reserves 858,673 61.47% 920.152 805.552 73.433 878.985
16.2.1 Share premium - - . . - -
16.2.2  Share cancellation profits - - - - - -
16.2.3  Securities value increase fund 65,429 64,075 129,504 52.419 70.285 122.704
16.2.4 Revatuation surplus on tangible assets 29.864 - 29,864 2147 - 2147
16.2.5  Revaluation surplus on intangible assets - - - - B -
1626 Bonus shares of associates, subsidiaries and joint-ventures 1.509 - 1.509 950 - 950
16,27 Hedging reserves (effective portion) (11.003) (2.596) (13.599) (22.518) 3.148 {19.370)
16.2.8 Revaluation surplus on assets held for sale - - - - - -
16.2.%9  Other capital reserves 772.874 - 772.874 772,554 - 772.554
163 Profit reserves 1.574.703 2035 1,576,738 670.144 2,177 672.321
16.3.1  Legal reserves 166.657 2,035 168.692 106.4716 2,177 108.653
16.3.2  Status reserves - - - - - -
16.3.3  Exwaordinary reserves 1.387.404 - 1.387.404 526.7:45 - 526.745
16.3.4  Cther profit reserves 20.642 - 20.642 36,923 - 36.923
164  Profitor loss 1.511.873 < L511,873 | 1.1653%] - 1.165.311
16.4.1 Prior perieds profit/loss - - - . - -
16.4.2  Current period profiv/loss 1.511.873 - 151873 | 1165371 <1 1165311
16.5  Minority interest 19.658 - 19.658 7.710 - 7.7170

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 32.404.013 ; 32.317.311 | 64,721,324 | 27,105,654 | 30,014,171 | S57.119.825




(Convenience Translation of Financial Statements Originally Issued in Turkish)

Tiirkiye Garanti Bankasi Anonim Sirketi and Its Financial Affiliates
Consolidated Off-Balance Sheet Items

At 30 June 2007
THOUSANDS OF NEW TLRKISH LIRA (YTL}
g n CURRENT PERIOD PIIOR PERIOD
OFF-BALANCE SHEET ITEMS Footnetcs 30 Jume 2007 31 December 2006
YTL FC Totsl YL FC Total

A. OFF-BALANCE SHEET COMMITMENTS AND CONTINGENCIES {I+11+111 12.700.901 15005929 47,706,830 17371813 20.325.065 37696 574
L GUARANTEES AND SURETIES 531 3.508,96% 8,036,121 11.545.189 1.633.457 7.364.141 10,047,598
1L Letters of puarantee 3.508 845 4858315 B.367. 160 2 682.7%4 4675 00F 735776
1.0 1. Guaiantees subject to State Tender Law 347 192.207 305,624 268 378 6289212 897 30¢
112 Guaantees given for foreign trade operations 263.345 309 467 572812 255968 nugn 574 0BC
1,13 Otherletiers of guarantee 2512083 4.356.64] 7.288.724 2158 40F 3.7379M 5 886380
12 Bank acceptances 5 140.21) 140 2E8 616 142925 143 541
121 Import ictier of sceplante 75 132,552 13261 600 145 356 141 95¢
123 Other bank ageeptances - 7.661 T.661 16 1.569 1 585
1.3 Leners of credit 48 2808728 2808 777 87 2485 135 248582
131 Doacumentary leners of credt - 2.502 2502 - 108140 10810
132 Other leners of creds 48 2806227 2806 275 87 2374928 2478082
1.4 Guaranteed prefinancings - - - . - -
1.5 Endorsements - - - . - -
1.5 1  Endarsements to the Central Bank of Turkey - . - - - -
152 Other endorsements - - - - - -
16 Underwriting comsmitments - - - - - -
1.7 Factoning related guarantess - - - - - -
18 Other guaraniees - 228 964 228.964 - 60475 &0 475
18 (nher suretses. - - - - - .
1. COMMITMENTS 11.717.938 2,200,131 13.918.06% 9.807.302 1,623.665 11.430.967
21 Irrevocable commitments 11,717.93¢ 2,199 90¢ 13.917.844 93807,302 1 €23.42¢ 11.430 72+
211 Asset purchese commitments 131.593 581.827 713820 146 78 |58 806 305 582
212  Deposit purchase and sales commitmnents - - - . - -
213 Shase capital i w©w iates and subsidiaries %0 - 250 250 - 250
214 Loan granting commiiments 2.145.504 408119 2.553.653 1.825.95¢ 4312198 2258137
21.5  Secunnes issuance brokerage commitments - - - - - -
216 Commuments for reserve deposit requirements - . - - . -
217 Commuments for cheque payments 1,776 120 - L776 12¢ 1.528.934 - 1 52K 984
2.0 B Tax and fund obligations on export commilmenis 20 874 . 20 B78 19 092 - 19092
219  Commutments for credit card limuts T.572.341 . T5T72 340 6,134 828 - 6134 82
2110  Recevables from "short* sale commitments on securities - - - - - -
21110 Payablcs from "shon” sale commitments on securities - - - . - -
2112  Crher srrevocable commitments .27 1.209.96C 1.280.477 151.413 1032 422 1 183 828
22 Revocable commitments - 125 125 - 139 39
221 R ble loan granting i . - . . - .
222 Other revocable commitments - 225 225 - 239 23
1 DERIVATIVE FINANCIAL ENSTRUMENTS 532 7473895 14,762,577 12.243.572 4.8331.0%4 11.337.259 16.118.313
31 Denvative financial instruments hetd for risk managemen - 22 542 22 542 - 7.107 7107
3.1.1.  Fair value hedges - . - - - -
312  Cash flow hedges - 22 542 22542 - 7107 7107
313 Neforeign investiment hedges . - - - - -
32 Trad:ng derivative: 747399 14747033 | 22.221 03¢ 4881054 11330 152 16 201 20¢
321  Forward foreign cumeney puschases/sales 1.160.0%¢ 1.396 004 2.556.102 447104 G356 435 1403 53¢
3 2 1.1. Forward foreign currency puschases 725,082 560219 1.286 161 a9 430 549 704 037
3212 Forward foreign curency sales 435016 B34 723 1.269.741 1760 525891 699 507
322 Cumency and imleresi mue swaps 4935431 8535175 13.890 60¢ 4.08592¢ 450 164 12 536092
3221 Currency swaps-purchases 375,502 6169 649 §.545. 14¢ 93 461 6018 |H. 6111651
3222 Curneney swaps-saks 4573338 2719623 7312961 3.986 M) 2407.821 6394 162
3.22 3. Inierest rate swaps-purchases 1422 12972 14,354 ialo 12 093 15 103
3224 Interest rale swaps-sales 5.169 12936 18,405 33 12 664 15177
323 Currency, interest rate and security opnons 1.257.02¢ 4 140 564 5197.58¢ Jion 1650250 1962 337
323 1. Currency call options 450 34) 2,169 981 2620322 51557 3551387 908 144
3232 Curmency put options 759 643 1.914 681 27411 2% 130 645 344 903 47K
3233 Lnesest rate call options - - - - - -
3214 [nterest rate put eptions - - - - - .
3.2.3 5. Secunty call options 7.041 42743 49784 . 65 742 65742
3236 Secuary pul oplions - 10189 13.154 - 34973 84973
324 Cumency futures 96 745 £9.013 185778 36934 141828 N 764
3241 Currency futures-purchases 52199 - 92194 36933 - 16934
3242 Cunency futures-sales 4,346 89013 93579 - 34328 3482k
325  lnterest rate futures - 9314 91.316 - 1319 53¢ 139 53¢
325t [Interest rate futures-purchases - 45 658 45658 - a9 T6K 69 76K
3252 Interest rate futures-sales - 45 658 45658 - 69 768 69 76K
326  Others 4 6% 94 943 93639 - 97 933 97935
B, CUSTODY AND PLEDGED ITEMS (IV+V+VI) 146,755,879 | 144055138 | I90.811.017 | 115.037.822 126.754.734 | 24179255
v, ITEMS HELD IN CUSTODY 37.594.016 14,376,626 51.970.642 28.448.874 12.781.762 41230636
41 Cuswmers' secunues held 9304, 594 4606811 14001411 12196% 4408 B6Y T&IR 56+
42 tnvestmen securities held in custody 22 569912 L576 650 24 146 582 20 700 06 1926 185 12616 157
43 Checks recewved for collecuon 4468975 483,354 4.967.334 640,784 ymazr 4020711
44 Comenercial notes recesved for collecnon 1130 374 2069024 3.149 398 864 143 1 862917 1727060
45 Other assets received for eollection 6145 $347.333 5.353 47¢ %0 1 E51 442 3 Bal 537
46 Assels reerived through pubtic offenng - 20 904 20 904 - 30233 20233
47 Othet ttems under custody 21991 0T 545 331 53¢ 23 091 32318y 346276
48 Custcdians - - - - - -
A PLEDGED ITEMS 109.161.563 | 129.678.512 | 138.840.375 56.588.948 113.972.971 | 200.56).920
hR ] Securities 200 047 5918 205985 207.080 10126 217200
52 Guaransee notes 9876933 5.083.45] 14.960 384 7.584.92¢ 4.770 191 12355113
53 Comenod:ties 157 . 157 237 B pars
54 Warrmbies - 338 269 JEB26S - 415 03¢ 415 30
55 Real estates 10260 45¢ 7.010 551 17.271.0M¢ T935.62% 5948 53T% 13 884 200
36 Other pledged 1items BIR24093 | 117189915 | 206014 D1¢ T0.360 90¢ 1028230231 173 68402
57 Pledged vems-depository 170 184 554 170 5923 6093
Vi, CONFIRMED BILLS OF EXCHANGE AND SURETIES B - - - - -

TOTAL OFF-BALANCE SHEET ITEMS {A+B) 169.456.780 | 169.061.067 | JIN517.847 | 132.409.635 147,079,799 | 279,489,434




(Conventence fransiation of rinancial dtatemenits Uriginaily issued tn 1 UrKisn)

Tiirkiye Garanti Bankas) Anonim Sirketi and Its Financial Affiliates

Consolidated Income Statement
For the Six-Month Period Ended 30 June 2007

THOUSANDS OF NEW TURKISH LIRA (YTL)

. R CURRENT PERIOD | PRIOR PERIOD | CURRENTPERICD PRIOR PERIOD
INCOME AND EXPENSE ITEMS Foatnotes Six-month ended Six-month ended | Three-month ended | Three-menth ended
30 June 2007 30 June 2006 30 Jure 2007 30 June 2006

[R INTEREST INCOME 541 3.634.049 2.471.024 1.850.482 1.354.296
1.1 Interest income from loans 1.943.643 1.394.113 £.030.92) 739838
1.2 Interest income from reserve deposits 85102 51.688 43,295 20 406
13 Interest income fram banks 189431 107.902 93.919 56.364
14 Interest income from money market sransactions 2206 766 1.307 212
15 Intesest income from securities portfolia 1.138.765 797.833 566.409 442 561
151 Trading {inancial asseis 33178 33827 19.984 15 487
152 Fmanrial assets valued a1 fair value through profit or koss - - - -
153 Financial assets available-fos-sale 733.303 559.489 308 744 278 005
154 Investments held-1e-maturity 372.084 204.517 137 681 149 06%
16 Financial lease income 83 44t 56.739 431717 121331
17 Other interest income 191.457 61,983 76914 53044
n INTEREST EXPENSE 542 21.219.454 1.432.351 1.126.920 794.316
pa Interest on deposits 1.528.786 1.089.250 T4 215 595 842
22 Interest on {unds borrowed 317.793 215764 155 117 126712
23 Interes1 on money market ransactrons 365472 125.158 192 545 76 967
24 Interest on seeurities 1ssued 1.464 - 739 -
25 Other interest expenses 5,939 2179 3703 795
. NET INTEREST INCOME (1-11) 1,414,595 1.038.673 729.562 559.980
V. NET FEES AND COMMISSIONS INCOME 664,876 546,416 334.585 283.2648
4.1 Fees and commissions received 881.471 697,361 45] 526 365317
411 Cash loans 52.889 55.641 26 756 29155
412 Non-cash lpans 57.886 47.055 29034 24 761
413 Others 770 696 594.665 395 736 3101401
42 Fees and commissions paid 216.595 150.945 E16 941 82049
4.2 Cash loans 13.368 15116 6824 8153
422 Non-cash loans 152 134 36 74
421 Others 201,065 135.695 11goxn 73822
¥. DIVIDEND INCOME 543 1.549 2.127 1.540 1524
Vi, NET TRADING INCOME/LOSSES (Net) 544 {100.597) (16.041) {43.584) (60.883)
61 Trading account incomeflosses (Net) {94,766} 59 698 {43 204) 3z 635
62 Fareygn exchange gainsflosses (Net} {5.831) {(75.73%) (380) (93 318)
¥IL. OTHER QOPERATING INCOME 545 964,103 242,376 827.533 160.707
v, TOTAL OPERATING PROFIT (I1IHIV+V+VI+VII 2.934.826 1.814.05) 1.849.636 9244.596
IX. PROVISION FOR LOSSES ON LOANS AND

OTHER RECEIVABLES (-) 546 184,201 185.201 96.945 198.766
X. OTHER QPERATING EXPENSES (-) 547 939.518 854,920 522.281 448.39%
X0 NET (OIPERATING PROFIT/LOSS (VIII-1X-X) 1.771.107 673.930 1.230.410 297.43%
X INCOME RESULTED FROM MERGERS - - - -
XE. INCOME/LOSS FROM INVESTMENTS UNDER EQUITY

ACCOUNTING - - - -
X1y, GAIN/LOSS ON NET MONETARY POSITION - - - -
XV, PROFITA.0SS BEFORE TAXES (XI+X1I+XITIH+XIV) 5438 1771107 673,930 1.230.410 297.435
XYL PROVISION FOR TAXES (1) 549 254,932 136.145 143.518 3477
16 1 Current 1ax charge 276.402 84.563 168.563 {10 580}
162 Deferred tax charge/(credit) (21.470) 51.582 (15.035) 74057
XVIl.  NETOPERATING PROFIT/LOSS AFTER TAXES (XVI£XVI) 5400 £.5§6,175 537,785 1,086,882 253,958
171 Discontineed operations - - - -
t72 Others 1.516.175 537.785 1.086 182 253 958
XVIII.  NET PROFIT/LOSS (XYII) 54.11 1.516.175 537.785 1.086.882 253,958
18 1 Equity holders of the bank 1.511.873 536,917 1.082.670 253575
182 Minoruy interest 41302 B68 3972 383

EARNINGS PER SHARE {full YTL amguni per YTL'000
face vilue each} 20 256 516 121
7
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Tiirkiye Garanti Bankas:1 Anonim Sirketi and Its Financial Affiliates

Consolidated Statement of Cash Flows
For the Six-Month Period Ended 30 June 2007

STATEMENT OF CASH FLOWS

Footnotes

THOUSANDS OF NEW TURKISH LIRA (Y TL)

CURRENT PERIOD

PRIOR PERIOD

30 June 2007 30 June 2006

Al CASH FLOWS FROM BANKING OPERATIINS

1.1 Operating profit befere changes in operating assets and liabilities 1.154.326 677.503

1.1.1 Interests received 3.403.793 2.175.215

1.1.2  Intzrests paid (2.0r73.201) (1.277.595)
1.1.3  Dividend received 1.849 2127

1.1.4  Fees and commissions received 064,876 546,417

1.1.5  Other income 634,753 131.676

116 Collections from previously written-off loans and other receivables 11.158 R7.535

1..7 Paymcnts to personncl and service supplicrs {§67.304) (828.367)
1.1.8 Taxes paid (:21.598) (159.505)
1.1.5  Others - )

L2 Changes in operating assets und liabilities (2.334.109) 922.113

1.2.1  Nea(increase) decrease in financial asscis held for rading (216.048) {73,558}
1.2.2  Net (increase) decrease in financial asscis valued at fair value threugh profit or loss - -

1.2.3 Neit {increase) decrease in duc from banks and other financial institutions (2.315.051) {549.525)
1.2.4  Nei{incrense} decrease in loans (5.231.041) {9.076.353)
1.2.5 Nei {increase) decrecase in other assets {137.885) (E111,508%)
1.2.6 Nen increase (decrease) in bank deposits 617.352 495 859

1.2.7  Netincrease (decrease) in other deposits 3.119.986 4.690.932

1.2.8 Net increase (decrease) in funds borrowed 1.895.212 6.201.024

1.2.9  Neit increase (decrease) in matured payables - -
12,10 Net increase (decrease) in other liabilities 233.366 345.242

i Nel cash flow from banking operations (479.783) 1.599.616

8. CASH FLOWS FROM INVESTING ACTIVITIES

il. Net cash fow from investing activities (812.524) (1,008.485)
2.1 Cash paid for purchase of associates, subsidiaries and joint-ventures {71} {125)
2.2 Cash obtaincd from sale of asseciates, subsidizrics and joint-ventures 93 29459

2.3 Purchases of 1angible assets {111.094) (76.48%)
2.4 Sales of tangible assets 27.035 325839

25 Cash paid for purchase of financial assets nvailable-for-sale, net (735.280) -

26 Cash obtained from sale of financial assets available-for-sale, net . 859.039

27 Cash paid for purchase of investiments held-to-maturity (70.776) (3.694.203)
28 Cash chtained from sale of investments held-1o-maturity 17.567 1.547.389

29 Others -

. CASH FLOWS FROM FINANCING ACTIVITIES

1, Net cash flow from Minancing activities (219.365) (180.097)
31 Cash ebtained from funds borrowed and sccuritics issued -
32 Cash used for repayment of funds borrowed and securities issued - -
3.3 Equity instrumenss issued - -
34 Dividends paid (2 9.31%) {178.578)
5 Payments for financial leases (46) {1.519)
kX1 Others - -
v, Effect of change in foreign exchange rate on cash and cash equivalents {5.831) (793.690)
V. Net {decrease)/increase in cash and cash equivalents (IHII+I11+1Y) (1.517.503) (382.656)
¥1.  Cash and cash equivalents at beginning of period 4.149.369 3.935544

VIl. Cash and cash equivalents at end of period (V+V1) 2.611.866 3.552.492




Tiirkiye Garanti Bankasi AS and Its Financial Aflihates Convenience fransaiiion of rinancial diaiemenis
Consolidated Interim Financial Report as of and and Related Disclosures and Footnotes
for the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3.1.1
(Thousands of New Turkish Lira (YTL)}

3 Accounting Policies

3.1 Basis of presentation

As per the Article 37 of “Accounting and Recording Rules™ of the Turkish Banking lLaw No 5411
published on the Official Gazetie no.25983 dated 1 November 2005 and became =ffective, the
Bank keeps its accounting records and prepares its consolidated financial statements and the
related footnotes in accordance with accounting and valuation standards described in “Regulation
on Accounting Applications for Banks and Safeguarding of Documents™ published by the Banking
Regulation and Supervision Agency (BRSA) and in effect since | November 2006, Turkish
Accounting Standards {TAS), Turkish Financial Reporting Standards (TFRS) and the related
statements and guidances.

The accompanying consolidated financial statements are prepared in accordance with the historical
cost basis except for the securities at fair value through profit or loss, securities available for sale,
investments in associates and subsidiaries that are quoted on the stock exchanges and assets held
for sale which are presented on a fair value basis. In BRSA’s Circular no.BDDK.DZM.2/13/-d-5
on 28 April 2003, it was stated that as of January 2005, the majority of the criterias confirming the
existence of a hyperinflationary economy are not valid anymore. Accordingly, the inflation
accounting had been applied upto the end of 2004 and ceased beginning from | January 2005,

The accounting policies and the valuation principles applied in the preparation of the
accompanying consolidated financial statements are explained in Notes 3.2 10 3.24.

3.1.1 Additional paragraph for convenience translation to English

The differences between accounting principles, as described in the preceding paragraphs, and the
accounting principles generally accepted in countries, in which the accompanying consolidated
financial statements are to be distributed, and International Financial Reporting Standards
(“1FRS™), may have significant influence on the accompanying consolidated financial statements.
Accordingly, the accompanying consolidated financial statements are not intended to present the
financial position and results of operations in accordance with the accounting principles generally
accepted in such countries and IFRS.

3.2 Strategy for use of financial instruments and foreign currency transactions

3.2.1 Strategy for use of financial instruments

The liability side of the balance sheet is intensively composed of short-term deposits in line with
the general trend in the banking sector. In addition to deposits, the Bank and its financial affiliates
have access to longer-term borrowings via the foreign currency borrowings from abroad.

In order to manage the interest rate risk arising from short-term deposits, the Bank and its financial
affiliates are keen on maintaining floating rate instruments such as government bonds with
quarterly coupon payments and instruments like credit cards and consumer loans providing regular
cash inflows.

The fundamental strategy to manage the liquidity risk is to expand the deposit base through
customer-oriented banking philosophy, and to increase customer transactions and retention rates.
The widespread and effective branch network, advantage of primary dealership and strong market
share in the treasury and capital markets, are some of the effective tools in the realisation of this
strategy. For this purpose, serving customers by introducing new products and services
continuously and reaching the customers satisfaction are very important.
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Tiirkiye Garanti Bankas: AS and Its Financial Affiliates Convenience fransiation of Financial Statementy
Consolidated Interim Financial Repon as of and and Related Disclosures and Footnotes
for the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3.1.1
(Thousands of New Turkish Lira (YTL))

Another influential factor in the management of the interest and liquidity risk on balance sheet, is
product diversification both on asset and liability sides,

Exchange rate risk, interest rate risk and liquidity risk are controlled and measured by various risk
management systems instantly, and the balance sheet is managed under the limits set by these
systems and the limits legally required. Asset-liability management and value at risk models, stress
tests and scenario analysis are used for this purpose.

Purchase and sale of short and long-term financial instruments are allowed within the pre-
determined limits to generate risk-free return on capital.

The foreign currency position is controlled by the equilibrium of a currency basket to eliminate the
foreign exchange risk.

3.2.2 Foreign currency transactions

Forcign exchange gains and losses arising from foreign currency transactions are recorded at
transaction dates. At the end of the periods, foreign currency assets and liabilities evaluated with
the Bank’s spot purchase rates and the differences are recorded as foreign exchange gain or loss in
the income statement.

Foreign currency differences arising from the conversion of the net investments in subsidiaries in
foreign countries into YTL are classified as “other profit reserves” under the shareholders’ equity.
The financial liabilities in foreign currencies are designated as hedge of net investment in foreign
operations and the Bank recognizes the effective portion of changes in the fair value of the hedging
instruments under the shareholders’ equity in “hedging reserves”.

In the currency conversion of the financial statements of the Bank’s foreign tranches and
consolidated financial affiliates, the Bank’s spot purchase rates are used for balance sheet items
and average foreign currency rates for income statement. All foreign currency differences arising
from this conversion, are classified as “other profit reserves™ under the sharcholders’ equity.

3.3 Information on consolidated subsidiaries

As of 30 June 2007, the following financial affiliates are consolidated in the accompanying
consolidated financial statements; Garanti Bank International (GBI), Garanti Bank Moscow
(Garanti Moscow), Garanti Finansal Kiralama AS (Garanti Finansal Kiralama), Garanti Yatirm
Menkul Kiymetler AS (Garanti Yatinm), Garanti Portfoy Yo6netimi AS (Garanti Portfty), Garanti
Emeklilik AS (Garanti Emeklilik), Garanti Faktoring Hizmetleri AS (Garanti Faktoring), Garanti
Fund Management Co Ltd (GFM)} ve Garanti Financial Services Plc (GFS). Following the sale
transaction took place on 21 June 2007 as explained in Note 5.1.9, the remaining 20% investment
in Garanti Sigorta A$ (Garanti Sigorta) is consolidated under equity method of accounting in the
accompanying consolidated financial statements.

Garanti Sigorta was established in 1989 to perform insurance activities. In 1992, it was decided to
operate life and health branches under a different company and accordingly Garanti Hayat Sigorta
was established. Garanti Hayat Sigorta was converted into a private pension company in
compliance with the legislation early in 2003 and its name was changed as Garanti Emeklilik ve
Hayat AS. The Bank owns 20% of Garanti Sigorta and 84.91% of Garanti Emeklilik. The head
offices of these companies are in Istanbul.
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Garanti Finansal Kiralama was established in 1990 to perform financial lease activities. The
company’s head office is in Istanbul. The Bank owns 98.94% of the company’s shares through
direct and indirect sharcholdings.

Garanti Faktoring was established in 1990 to perform import, export and domestic factoring
activities. The company’s head office is in Istanbul. The Bank and T. lhracat Bankas:i A$ own
55.40% and 9.78% of the company’s shares, respectively. The remaining 34.82% shares are held
by public.

GBI was established in 1990 by the Bank to perform banking activities in abroad. This foreign
bank’s head office is in Amsterdam. It is wholly owned by the Bank.

Garanti Yatinm was established in 1991 to perform brokerage activities for marketable securities,
valuable papers and documents representing financial values or financial commitments of issuing
partics other than securities. The company’s head office is in Istanbul. It is wholly owned by the
Bank.

Garanti Moscow was established in 1996 to perform banking activities in abroad. This foreign
bank's head office is in Moscow. The Bank and Garanti Financial Services plc own 75.02% and
24.86% of the company shares, respectively.

Giaranti Portfy was ¢stablished in June 1997 to manage the customer portfolios by using the
capital market products in compliance with the principles and rules of the regulations regarding the
company’s purpose of establishment and the portfolio management agreements signed with the
customers. The company’s head office is in Istanbul. It is wholly owned by the Bank.

GFS was established in Ireland in December 1997 to perform financial activities. The Bank owns
69.99% of the company’s shares.

Liguidation or sale transactions of the associates and subsidiaries subject to consolidation:

As explained in Note 5.1.9, the Bank sold 80% and 15% of its consolidated subsidiaries’ shares;
Garanti Sigorta AS and Garanti Emeklilik ve Hayat AS, respectively to Eurcko BV on 21 June
2007.

The Bank sold its 50.98% shares of Garanti Gayrimenkul Yatnm Ortakhift AS in total 37,622,945
unit shares to Dopus Holding AS (A-group shares of 737,705 and B-group shares of 18,066,240 in
total 18,803,945 unit shares) and GE Capital Corporation (A-group shares of 737,705 and B-group
shares of 18,081,295 in total 18,819,000 unit shares).

Dogus Helding AS signed a Share Sales Agreement on 24 August 2005 for the sale of
53.550.000.000 unit shares representing 25.5% of the Bank issued share capital to GE Arastirma ve
Miisavirlik Limited $ti which is a GE Group company. According to this agreement, certain non-
financial participations and property are to be taken over by Dojgus Holding AS at a rotal price of
YTL 958,000 thousands calculated based on the financial statements as of 31 March 2005. 50% of
the sale price to be collected at the closing date, 25% to be collected one year from the closing date
and the remaining to be collected two years from the closing date. Accordingly, following the sale
of shares, the Bank’s certain non-financial subsidiaries representing the first group were transferred
over to Dogus Holding AS in December 2005, In accordance with the terms of the agreement,
beside an investment in a non-financial associate the investment in Doc Finance SA having a book
value of CHF 4,350 thousands categorized in the second group was sold to Dogusg Helding AS on
L7 April 2006. Before this sale, Doc Finance SA used to be consolidated based on “equity method
of accounting”.
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The Bank’s two consolidated financial affiliates having in total 76% ownership in Cappadocia
Investment Ltd sold their shares in this company before the end of November 2006 1o its risk

group.
GFM’s liquidation is expected to be completed in 2007.
34 Forwards, options and other derivative transactions

The derivative transactions mainly consist of foreign currency and interest rate swaps, foreign
currency options and forward foreign currency purchase/sale contacts. The Bank and its financial
affiliates do not have any embedded derivatives.

In accordance with the Turkish Accounting Standard 39 (TAS 39) “Financial [nstruments:
Recognition and Measurement™; forward foreign currency purchases/sales, swaps, options and
futures are classified “hedging purposes” and “trading purposes™. Derivatives are initially recorded
in off-balance sheet accounts at their purchase costs including the transaction costs. Subsequently,
the derivative transactions are valued at their fair values and the changes in their fair values are
recorded on balance sheet under “derivative financial assets” or “derivative financial liabilities™,
respectively. The subsequent fair value changes are recorded under the income statement for
trading derivatives and under the shareholders’ equity for hedging derivatives.

The spot legs of currency swap transaclions are recorded on the balance sheet and the forward legs
in the off-balance sheet accounts.

3.5 Interest income and expenses
General

Interest income and expenses are recorded according to the effective interest rate method (rate
equal to the rate in calculation of present value of future cash flows of financial assets or liabilities)
defined in the Turkish Accounting Standard 3% (TAS 39) “Financial Instruments: Recognition and
Measurement”,

In case of an interest accrued on a security before its acquisition, the collected interest is divided
into two parts as interest before and after the acquisition and only the interest income of the period
after the acquisition is recorded as interest income in the financial statements.

The accrued interest income on non-performing loans are reversed and subsequently racognised as
interest income only when collected.

Insurance business
Earned premiums; The premiums of life and non-life branches comprise the premiums due on

contracts, net of cancellations, issued during a financial year, These premiums are recorded in the
financial statements by taking the reserve for unearned premiums into consideration.
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Unearned premium reserve: Insurance companies are required to allocate reserves for unearned
premium for all in-force policies except for earthquake guarantees. In compliance with the Law
no.7397, the unearned premium reserve is calculated for all outstanding policies during the balance
sheet period after deducting commissions on an accrual basis.

Life assurance provision: Insurance companies operating in life insurance business are required to
provide life assurance provision for future guaranteed policy benefits. The life assurance provision
is computed by the actuary by taking the mortality assumptions announced officially applicable for
Turkish insurance companies. In the calculation of such provision, the net rate of return on
investments is also taken into account.

Provision for outstanding claims: Provision is allocated for the outstanding claims incurred and
reported but not yet settled as of the reporting period end. Such provisions should be calculated
taking into account the results of the appraisal reports or the preliminary assessments of the insured
customer and the expert.

Financial lease operations

Total of minimum rental payments including inlerests and principals are recorded under “financial
lease receivables” as gross. The difference, i.e. the interest, between the total of rental payments
and the cost of the related tangible asset is recorded under “unearned income”. When the rent
payment incurs, the rent amount is deducted from “financial lease receivables”; and the interest
portion is recorded as interest income in the income statement,

3.6 Fees and commissions

Fees and commissions received and paid, and other fees and commissions paid to financial
institutions are calculated according 1o ¢ither accrual basis of accounting or effective interest rate
method depending on nature of fees and commissions, incomes derived from agreements and asset
purchases from third parties are recognized as income when realized.

3.7 Financial assets

3.7.1 Financial assets at fair value through profit or loss

Such assets are valued at their fair values and gain/loss arising is recorded in the income statement.
Interest income earned on trading securities and the difference between their acquisition costs and
fair values are recorded as interest income in the income statement. In case of sales of such
securities before their maturity, the gains/losses on such sales are recorded under trading
income/losses.

3.7.2 Investments held-to-maturity, financial assets available-for-sale and loans and receivables
Financial assets are recorded at their purchase costs including the transaction costs.
Investments held-to-maturity are financial assets with fixed maturities and pre-determined payment

schedules that the Bank and its financial affiliates have the intent and ability to hold until maturity,
excluding originated loans and receivables.

There are no financial assets that are not allowed to be classified as investments held-to-maturity
for two years due to the tainting rules applied for the breach of classification rules.
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Investments held-to-maturity are recorded using discounting method with internal rate of return
after deducting impairments, if any. Interest earned on investments held-to-maturity are recognized
as interest income.

Financial assets available-for-sale, are financial assets other than assets held for trading purposes,
investments held-to-maturity and originated loans and receivables.

Financial assets available-for-sale are measured at their fair values subsequently. However, assets
for which fair values could not be determined reliably are valued using discounting method with
internal rate of return for the ones with a fixed maturity; and using valuation models or discounted
cash flow techniques for the ones which do not have a fixed maturity. Unrecognised gain/losses
derived from the difference between their fair value and the discounted values are recorded in
“securities value increase fund” under the sharehalders’ equity. In case of sales, the realized
gain/losses are recognized directly in the income statemenl.

Government bonds indexed to consumer price index and issued on 21 February 2007 are for five-
year maturity and with fixed real coupon rate of 5% semiannually. As per the statement made by
the Turkish Treasury on the date of issuance, such securities will be valued taking into account the
difference between the reference index at the issue date and the reference index at the balance sheet
date to reflect the effects of inflation.

Purchase and sale transactions of securities are accounted at delivery dates,

Loans and receivables are financial assets raised through providing money, commodity and
services to debtors.

Loans are financtal assets with fixed or determinable payments and not quoted in an active market.

Loans and receivables are recorded at cost and valued using discounting method with internal rate
of return. The duties paid, transaction expenditures and other similar expenses on assets received
against such risks are considered as a part of transaction cost and charged to customers.

w
oo

Impairment of financial assets

Financial asset or group of financial assets are reviewed at each balance sheet date 1o determine
whether there is objective evidence of impairment. If any such indication exists, the Bank estimates
the amount of impairment.

Impairment loss incurs if, and only if, there is an objective evidence that the expected future cash
flows of financial asset or group of financial assets are adversely effected by an event(s) (“loss
event(s)™") incurred subsequent to recognition. The losses expected to incur due to future events are
not recognized even if the probability of loss is high.

If there is an objective evidence that certain loans will not be collected, for such loans; the Bank
provides specific and general allowances for loan and other receivables classified in accordance
with the Regulation on [dentification of and Provision against Non-Performing Loans and Other
Receivables published on the Official Gazette n0.2633 dated | November 2006. The allowances
are recorded in the income statement of the related period.
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3.9 Netting of financial instruments

[n cases where the fair values of trading securities, securities available-for-sale, securities quoted at
the stock exchanges, associates and subsidiaries are less then their carrying values, a provision for
impairment is allocated, and the net value is shown on the balance sheet.

Specific allowances for non-performing loan and other receivables are provided in accordance with
the Regulation on Identification of and Provision against Non-Performing Loans and Other
Receivables. Such allowances are deducted from loans under follow-up on the asset side.

Otherwise, the financial assets and liabilities are netted off only when there is a legal right to do so.

3.10 Repurchase and resale agreements and securities lending

Securities sold under repurchase agreements are recorded on the balance sheet in compliance with
the Uniform Chart of Accounts for Banks. Accordingly, government bonds and treasury bills sold
1o customers under repurchase agreements are classified as “Investments Subject tc Repurchase
Agreements™ and valued based on the Bank management’s future intentions, either at market prices
or using discounting method with internal rate of return. Funds received through repurchase
agreements are classified separately under liability accounts and the related interest expenses are
accounted on an accrual basis.

Securities purchased under resale agreements are classified under “interbank money markets”
scparately. An income accrual is accounted for the positive difference between the purchase and
resale prices earned during the period.

.11 Assets held for sale and discontinued operations

A 1angible asset (or a disposal group) classified as “asset held for sale” is measured at lower of
carrying value or fair value less costs to sell. An asset (or a disposal group) is regarded as “asset
held for sale” only when the sale is highly probable and the asset (disposal group) is available for
immediate sale in its present condition. For a highly probable sale, there must be a valid plan
prepared by the management for the sale of asset including identification of possible buyers and
completion of sale process. Furthermore, the asset should be actively in the marke: at a price
consistent with its fair value.

A discontinued operation is a part of the Bank’s business classified as sold or held-for-saie. The

operating results of the discontinued operations are disclosed seperately in the income statement.
The Bank or its financial affiliates have no discontinued operations.

3.12 Goodwill and other intangible assets

The intangible assets consist of goodwill, leasehold improvements, softwares, intangible rights and
pre-operating expenses.

Goodwill and other intangible assets are recorded at cost in accordance with the Turkish
Accounting Standard 38 (TAS 38) “Intangible Assets”.
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The costs of the intangible assets purchased before 31 December 2004 are restzted from the
purchasing dates 10 31 December 2004, the date the hyperinflationary period is considered to be
ended. The intangible assets purchased after this date are recorded at their historical costs. Assets
purchased before 2005 arc amortised over their estimated useful lives on a straight-line basis. From
the beginning of 2005, newly purchased assets are amortised based on the declining balance which
is one of the accelerated amontisation methods.

Goodwill represents the excess of the total acquisition costs over the shares owned in the net assets
of the acquired company at the date of acquisition. The “net goodwill” resulted from the
acquisition of the investment and to be included in the consolidated balance sheet, is calculated
based on the financial statements of the investee company as adjusted according to the required
accounting principles.

If any goodwill is computed at consolidation, it is recorded under intangible assets on the asset side
of the consolidated balance sheet as an asset. It is assessed to identify whether there is any
indication of impairment, If any such indication exists, the necessary provision is recorded as an
expense in the income statement. The goodwill is not amortized.

Estimated useful lives of the intangible assets except for goodwill, are 5-15 years, and amortisation
rates are 6.67-20%.

If there is objective evidence of impairment, the asset’s recoverable amount is estimated in
accordance with the Turkish Accounting Standard 36 (TAS 36} “ Impairment of Assets” and if the
recoverable amount s less then the carrying value of the related asset, a provision for impairment
loss is made.

Tangible assets

The cost of the tangible assets purchased before 31 December 2004 are restated from the
purchasing dates to 31 December 2004, the date the hyperinflationary period is considered to be
ended. The tangible assets purchased after this date are recorded at their historical costs.

Tangible assets are recorded at cost in accordance with the Turkish Accounting Standard 16 (TAS
16) “Tangible Assets”.

If there is objective evidence of impairment, the asset’s recoverable amount is estimated in
accordance with the Furkish Accounting Standard 36 (TAS 36) “ Impairment of Assets™ and if the
recoverable amount is less then the carrying value of the related asset, a provision for impairment
loss is made.

Gains/losses arising from the disposal of the tangible assets are calculated as the difference
between the net book value and the net sales price.

Maintenance and repair costs incurred for tangible assets, are recorded as expense.
There are no restrictions such as pledges, mortgages or any other restriction on tangible assets.

There are no changes in the accounting estimates that are expected to have an impact in the current
or subsequent periods.
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Depreciation rates and estimated useful lives are:

Tangible assets Estimated useful lives | Depreciation Rates Depreciation Rates
(years) (%) from 1 January (%) before 1
2005 January 2005
Euildings 50 4 2
Vaults 20-50 4-10 2-5
Motor vehicles 5-7 30-40 15-20
Other tangible assets 4-20 10-50 5-25

Tangible assets purchased before 2005 are depreciated over their estimated useful lives on a
straight-line basis from the date of their acquisition. From the beginning of 2003, newly purchased
tangible assets are depreciated based on the declining balance which is one of the accelerated
depreciation methods.

The depreciation of an asset held for a period less than a full financial year is calculated as a
proportion of the full year depreciation charge from the date of acquisition to the financial year
end.

3.14 Leasing activities
The maximum period of the leasing agreements is 4 years. Leased assets are recognized by
recording an asset or a liability. In the determination of the related asset and liability amounts, the
lower of the fair value of the leased asset and the present value of leasing payments is considered.
Financial costs on leasing agreements are expanded in lease periods at a fixed interest rate.
In cases where leased assets are impaired or the expected future benefits of the assets are less than
their book values, the book values of such leased assets are reduced to their net realizable values.
Depreciation for assets acquired through financial leases is calculated consistently with the same
principle as for the tangible assets.
In operating leases, the rent payments are charged to the statement of operations in equal
installments.

3.15 Provisions and contingent liabilities

In the financial statements, a provision is made for an existing commitment resulted from past
events if it is probable that the commitment will be settled and a reliable estimate can be made of
the amount of the obligation. Provisions are calculated based on the best estimates of management
on the expenses to incur as of the balance sheet date and, if material, such expenses ars discounted
for their present values. If the amount is not reliably estimated and there is no probability of cash
outflow from the Bank to settle the liability, the related liability is considered as “contingent”™ and
disclosed in the notes to the financial statements,

Provisions made during the period are recorded under “provision for losses on loans and other

receivables™; provisions that were booked in the prior periods and released in the current year are
recorded under “other operating income®.
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3.16  Contingent assets

The contingent assets usually arise from unplanned or other unexpected events that give rise to the
possibility of an inflow of economic benefits to the Bank or its financial affiliates. 1f an inflow of
economic benefits has become probable, then the contingent asset is disclosed in the footnotes to
the financial statements. [f it has become virtually certain that an inflow of economic benefits will
arise, the asset and the related income are recognized in the financial statements of the period in
which the change occurs.

3.17 Obligations concerning employee rights

As per the existing labour law in Turkey, the Bank is required to pay certain amounts to the
employees retired or fired except for resignation or misbehaviours,

The Bank reserved for employee severance indemnities in the accompanying financial statements
using actuarial method in accordance with the Turkish Accounting Standard 19 (TAS 19)
“Employee Benefits”.

The major actuarial assumptions used in the calculation of the total liability are as follows:

| _ 30 Junc2007 31 December 2006
Discount Rate 5.71% ! 5.71%

L
' Expecied Rate of Salary/Limit Increase 5.00% 5.00%

Estimated Employee Tumover Rate 3.25% 5.25%

The Bank provided for undiscounted short-term employee benefits earned during the financial
periods as per services rendered in accordance with TAS 19,

The employees of the Bank are the members of “Tiirkiye Garanti Bankasi Anonim Sirketi Memur
ve Miistahdemleri Emekli ve Yardim Sandigi Vakfi” (the Fund) established as per the temporary
article no.20 of the Social Security Law no.506.

As per the letter of the Ministry of Employement and Social Security no.55723 dated 9 November
2006, the temporary Article no.23 of the Turkish Banking Law no.5411 and the temporary Article
no.6 of the Law n0.5502 dated 16 May 2006, the Board of Ministry of Turkey has agreed on 30
November 2006 by the Decree of Board of Ministries no. 2006/11345 that the Decree on the
transfer of pension funds similar foundations subject to the temporary article n0.20 of the Social
Security Law no.506 together with their members and the persons who are paid under insurance
coverage for disablement, old-age and mortality and their right-holders to Social Security
Foundation (SSF) will take place.

As per the Article n0.9 of the refated Decision of Board of Ministries;

The: discounted liability for each fund in terms of the persons transferred as of the transfer date,
including the contributors left the fund, should be calculated by taking the revenues and
expenditures of funds into account under the Law no.506 as follows;

a) The technical interest rate to be used for the actuarial calculation is 10.24% calculated as the
nominal interest rate at the issue date of the longest-maturity discounted New Turkish Lira-
denominated government bonds as of 30 June 2005, as adjusted to real interest rate using the
year-end inflation target based on the consumer price index declared in the Medium-Term

| l Program of the Turkish Government.

b) Morality table “CSO 1980 female and male lifetime tables™ will be used for death-age
assumptions. 19
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¢} Estimated premium payments (including insurance premiums for illness) made by contributors of
the fund after the date of transfer of the fund (i.e. active members and persons making volantary
premium payments) up to the date they are entitled to receive salary or income as per the Law
n0.506 are taken into account as revenue in the calculation of discounted value of tae fund.

The technical financial statements of the Fund are audited by the certified actuary according to the
Article no.38 of the Insurance Law and the “Actuaries Regulation™ issued as per this Article. As
per the actuarial report dated 12 February 2007 and prepared in compliance with the principles
explained above, there is no technical or actual deficit determined which requires provision
against.

On 2 November 2005 the President had applied to the Constitutional Court for annulment of
certain statements of the related Article of the Turkish Banking Law no.5411 related with the
transfer of funds to SSF. By the decision of the Constitutional Court no.E.2005/3%9, K.2007/33
dated 22 March 2007 as published in the Official Gazette no.26479 dated 31 March 2007, the
related Article was annulled and its execution was aborted as of the publication date of this
decision.

Except for the employees of the Bank, the retirement-related benefits of the employees of the
consolidated subsidiaries and associates are subject to SSF in case of domestic investees and o the
legislations of the related countries in case of foreign investee companies. There are no obligations
not reflected in the accompanying consolidated financial statements.

3.18 Taxation

3.18.1  Corporate tax

In accordance with Article No. 32 of the new Corporate Tax Law no.5520 published in the Official
Gazette no.26205 dated 21 June 2006, the corporate tax rate is reduced from 30% to 20% in
Turkey. Accordingly, effective from 1 January 2006, statutory income is subject to corporate tax at
20%. This rate is applied to accounting income meodified for certain exemptions (like dividend
income) and deductions (like investment incentives), and additions for certain non-tax deductable
expenses and allowances for tax purposes. If there is no dividend distribution planned, no further
tax charges are made.

Dividends paid to the resident institutions and the institutions working through local offices or
representatives in Turkey are not subject to withholding tax. As per the decision no.2006/10731 of
the Council of Ministers published in the Official Gazette n0.26237 dated 23 July Z006, cerain
duty rates included in the articles no.15 and 30 of the new Corporate Tax Law no.3520 are revised.
Accordingly, the withholding tax rate on the dividend payments other than the ones paid to the
nonresident institutions generating income in Turkey through their operations or permanent
representatives and the resident institutions, increased to 15% from 10%. In applving the
withholding tax rates on dividend payments to the nonresident institutions and the individuals, the
withholding tax rates covered in the related Double Tax Treaty Agreements are taken into account,
Appropriation of the retained eamings to capital is not considered as profit distribution and
therefore is not subject to withholding tax.

The prepaid taxes are calculated and paid at the rates valid for the earnings of the related years. The
prepayments can be deducted {from the annual corporate tax calculated for the whole year earnings.

In accordance with the Turkish tax legislation, the tax losses can be carried forward to offset

against future taxable income for up to five years. Tax losses cannot be carried back to offset
profits from previous periods.
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In Turkey, there is no procedure for a final and definite agreement on tax assessmenis. Companies
file their tax returns with their tax offices by the end of 25™ of the fourth month following the close
of the accounting period to which they relate. Tax returns are open for five years from the
beginning of the year that follows the date of filing during which time the tax authorities have the
right to audit tax returns, and the related accounting records on which they are based, and may
issue re-assessments based on their findings.

Effective from | January 2006, the article 2 of the Law n0.5479 published in the Official Gazette
dated 8 April 2006 with no.26133 and the article 19 of the Income Tax Law that usad to regulate
the investment incentives are abolished. However, the provisional article 69 added 10 the Income
Tax Law through this law regulates the transition period in application of investment incentives.

3.18.2 Deferred taxes

According to the Turkish Accounting Standard 12 (TAS 12) “Income Taxes”; deferred tax assets
and liabilities are recognized, using the balance sheet method, on all taxable temporary differences
arising between the carrying values of assets and liabilities in the financial statements and their
corresponding balances considered in the calcutation of the tax base, except for the differences not
deductible for tax purposes and initial recognition of assets and liabilities which affect neither
accounting nor taxable profit.

If transactions and events are recorded in the income statement, then the related tax effects are also
recognized in the income statement. However, if transactions and events are recorded directly in
the shareholders’ equity, the related tax effects are also recognized directly in the shareholders’
equity.

The deferred tax assets and liabilities are reported as net in the financial statements.

3.19 Funds borrowed

Funds are generated from domestic and foreign sources when this is necessary. The funds borrowed
from foreign sources are mainly in the form of syndications and securitizations. The funds

borrowed received are recorded at their purchase costs and discounted by using the internal rate of
return.

There are no convertible bonds or any other securities issued.
3.20 Shares and share issuances

None.
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3.21 Confirmed bills of exchange and acceptances

Confirmed bills of exchange and acceptances are realized simultaneously with the customer
payments and recorded in off-balance sheet accounts as possible debt and commitment, if any.

3.22 Government incentives

As of 30 June 2007, the Bank or its financial affiliates do not have any government incentives or
aids.

3.23 Scegment reporting

The Bank operates in corporate, commercial, small business, retail and investment banking.
Accordingly, the banking products served to customers are; custody services, time and demand
deposits, accumulating deposit accounts, repos, overdraft facilitics, spot loans, foreign currency
indexed loans, consumer loans, automobile and housing loans, working capital loans, discounted
bills, gold loans, foreign currency loans, eximbank loans, pre-export loans, ECA covered
financing, letters of guarantee, letters of credit, export factoring, acceptance credits, draft facilities,
forfaiting, leasing, insurance, forward, futures, salary payments, investment account (ELMA),
cheques, safety boxes, bill payments, tax collections, payment orders. GarantiCard, BonusCard,
Shop&Miles, American Express, BusinessCard credit cards and Maestro ve Electron Garanti24
cards are available under the brand name of Visa and Mastercard.

The Bank provides service packages to its corporate, commercial and retail customers including
deposit, loans, foreign trade transactions, investment products, cash managemsnt, leasing,
factoring, insurance, credit cards, and other banking products. A customer-oriented branch network
has been built in order to serve customers’ needs effectively and efficiently. The Bank also utilizes
alternative delivery channels intensively.

The Bank provides corporate banking products to international and national holdings in Turkey by
coordinating regional offices, suppliers and intermediaries, utilizing cross-selling techniques.
Mainly, it provides services through its commercial and mixed type of branches to expori-revenue
earning sectors like tourism and textile and exporters of Turkey’s traditional agricultural products.

Additionally, the Bank provides “small business” banking service to enterprises in retail and
service sectors. Products include overdraft accounts, POS machines, credit cards, cheque books,
TL and foreign currency deposits, investment accounts, internet banking and call-center, debit
card, and bill payment.

Retail banking customers form a wide-spread and sustainable deposit base for the Bank. Individual
customers’ needs are met by diversified consumer banking products through branches and
alternative delivery channels.
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Information on the business segments on a consolidated basis is as follows as of 30 June 2007:

Current Period Retail Corporate Investment Other % Total
Banking Banking |  Banking { Operations
Total Operating Profit 871,171 692,051 319,954 295436 2,178,652
Other i - - - 764,325 764,325
Total Operating Profit 871,171 | 692,051 319994 | 1059761 2,942,977
Net Operating Profit 519,661 476,071 296,800 474,726 1 1,769,258
Inj:;r:lc-vft)nTu;\czsocialcs. Subsidiaries and ) i ) 1.849 i 1 849
Net Operating Profit | 519,661 | 476,071 296,800 ! 473,575 1 1,771,107
Provision for Taxes i R W,,'.J._ - 254,932 254,932
Net Profit ? 519,661 | 476,071 | 296,800 ' 23643 . 1516175
Segment Assels 11,775,379 23,430,838 22,949,996 6529832 I 64,686,045
Investments in Associates, Subsidiaries ) ) i 35.279 35279
and Joint-Ventures
Undistributed ltems i - - - | - | -
Total Assets | 11,775,379 i 23,430,838 22,949,996 | 6,565,111 ° 64,721,324
Sepment Liabilities . 22,043,885 12,285217 | 18,002,762 |  6261,039 |  58592,903
Shareholders’ Equity - - - 6,128,421 6.128.421
Undistributed [tems - - - - -
Total Liabilities and Shareholders’ Equity] 22,043,885 12,285,217 18,002,762 12,384,460 64,721,324
Other Sepment Items
Capital Expenditure i SO R ' '
Depreciation Expenses - - - i 84,728 84,728
Impairment Losses ! - - 12,934 | 171,267 | 184,201
Other Non-Cash [ncome/Expenses j 67,031 16,090 _(177,838) i (72.860) | (167.577)
Restructuring Costs ; - - - [ - -
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3.24

3.24.1

3.24.2

Other disclosures
Disclosures for the first-time adoption of Turkish Accounting Standards

The accounting principles and valuation methods used in the preparation of the prior period
consolidated financial statements are revised as explained in Note 3.1 in compliance with Turkish
Accounting Standards and Turkish Financial Reporting Standards as per the communiqué no.1
“Frame for Preparation and Presentation of Financial Statements” of the Turkish Accounting
Standards Board published on the OGfficial Gazette no.25702 dated 16 January 2005. In compliance
with the Turkish Accounting Standard 8 (TAS 8) “Accounting Policies, Changes in Accounting
Estimates and Errors”, the adjustments net of deferred tax effects made to the financial statements
of the prior period are summarized below.

Convenience Translation of Financial Statements
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

Current Period Prior Periods Total
Profit/Loss Profit/Loss " Shareholders’

L - B Equity "™
_Reported Balances as of 31 December 2003 767,081 - 3,956,617

Reserve for Employee Severance Indemnities o (8,578) (9.805) (18.381})
. _Provision for Short-Term Employee Benefits (6,198) (23.250) (29.488)
_ Provision for Promotion Expenses of Credit Cards o _(3,301) (7,745) (11.046)
_ Cancellation of Negative Goodwill (154) 154 -

Reclassification of the Year 2004 Extraordinary i 36307 i

~ Reserves 1o Prior Periods Profit/Loss _ -
Adjusted Balances as of 31 December 2005 748,852 4,379) 3,897,702

*
**)

excluding minority interest
including minority interest

Total
Net Profit/Loss
. Sharcholders’
of Period .

Equity
Reported Balances as of 30 June 2006 533,508 4,004,160
Reserve for Employee Severance Indemnities e 1003 (19,384}
Provision for Short-Term Employee Benefits . [ (802) (30,290}
Lrovision for Promotion Expenses of Credit Cards 1 2272 . (8774)
3 Sh fA iates, Subsidian

on.us ares of Associates, Subsidianies and 3810 3810

_io_lr}_l-Venlurcs B
Adiusted Batances as of 30 June 2006 537,785 | 3,949,522

Other reclassifications

The factoring payables amounting YTL 178,561 thousands are netted with the same amount of
factoring receivables as of 31 December 2006. As a result of this netting, the capital adequacy ratio
increased from 12.76% to 12,83%.

The foreign exchange losses of YTL. 3,683 thousands on the principal of foreign currency-indexed
loans, is reclassified from “other operating expenses” to “foreign exchange losses”; and the foreign
exchange gains of YTL 229,235 thousands and YTL 164,920 thousands on the foreign currency-
indexed loans and securities respectively from “other operating income”™ to “foreign exchange
gains™ as of 30 June 2006,
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4 Consolidated Financial Position and Results of Operations
4.1 Consolidated capital adequacy ratio

The Bank’s consolidated capital adequacy ratio is 13.50% (unconsolidated basis: 15.00%) as of 30
June 2007.

4.1.1 Risk measurement methods in calculation of consolidated capital adequacy ratio

Capital adequacy ratio is calculated within the scope of the “Regulation on Measurement and
Assessment of Capital Adequacy Ratios of Banks” and “Regulation on Equities of Banks”
published in Official Gazette no.26333 dated I November 2006.

In calculation of capital adequacy ratio, the accounting records prepared in compliance with the
current legislation are used.

The items deducted from the capital base are not included in the calculation of risk weighted
assets. In calculation of risk weighted assets, impairments, depreciation and amortisation, and
provisions are considered as deduction items.

[n the calculation of their risk-based values, non-cash loans are weighted after netting with specific
provisions that are classified under liabilities and calculated based on the “Regulation on
Identification of and Provision against Non-Performing Loans and Other Receivables™. The net
amounts are then multiplied by the rates stated in the Article 5 of “Regulation regarding
Measurement and Assessment of Capital Adequacy Ratios of Banks™.

In the calculation of the risk based values of the derivative financial instruments, such instruments
are weighted once more and classified according to the related risk groups after being multiplied
by the rates stated in the Article 5 of “Regulation regarding Measurement and Assessment of
Capital Adequacy Ratios of Banks™,
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4.1.2

Details of consolidated capital adequacy ratio

Convenience fransialion of Financiai dStafemernis
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

Risk Weightings

Parent Bank Only o Consplidatcd .
% 20% i 50% 100% 0% 20% ;_ 50% [ 100%

Value at Credit Risk '

Balance Sheet ltems (Net) 20,756,243 12,487,908 |6,458,015 | 27,283,918 | 21,627,968 |4,029,852 | 6,755,695 | 30,662,047
Cash on Hand 291,080 8,338 -l - 206,295 8,33% - -
Securitics in Redemption - - - - - - - -
Balances with the Central Bank of Turkey | 1,189,548 - - - 1,189,547 | - ‘ AJ I
DOIT;S;;CFEZSSF;:g'g:ﬁ:::‘ Foreign -| 539392 - | 1,331,871 74,583 ||.727,|';5 | - 1.783.065
Interbank Money Market Placements - - - - - - - -
Receivables from Reverse Repurchase ) i i ]

Agreemenis —
Reserve Deposits 3,546,635 - - -1 3,546,635 - - -
Loans 2,524,040 | 245,313 16,391,120 ; 23,031,066 | 2,650,464 | 507.851 . 6.445.864 < 24.571.969
Loans under Follow-Up (Net) - - - 268,467 - - - 268.907
L.ease Receivables - - - - 59,498 73,339 239,823 | 1.168.929

__Financial Assels Available-for-Sale 8,057,376 11,467,000 - | 224,885 | 8,146,569 |1,467.074 - i 403915
Investments |eld-to-Maturity 4,285,771 - - - 4,790,210 - - 29452
Receivables [rom Term Salc of Assets - - - 256,922 - - - 256922
Miscellancous Receivables 76 . - 95,117 76 - - 546,030
Accrued Interest and Income 796,645 45.437 66,895 524,910 797,664 63.606 70.008 550.849
investments in Associates. Subsidiaries

and Joint-Ventures (Net) ) - ) 397,078 - - ) - 34.299
Tangible Assets {Net) - - - 925,479 - - - i 1,008,079
Other Assels 65,072 | 182428 - 34,123 76,427 | 182,428 - 39.631

Off-Balance Shect ltems 209,734 14,173,932 11,164,386 | 5,790,520 212,396 (4,324,875 | 1,168,847 | 6,097,762
Non-Cash Loans and Commitments 209,734 14,029,448 11,164,386 | 5,778,855 212,396 14,144,443 | 1168847 ' 6057403
Derivative Financial Instruments -1 144,484 - 11,665 - | 180,432 ; . 40,359

Non-Risk-Weighted Accounts - - - - - - - -

[T'otal Risk-Weighted Assets 20,965,977 16,661,840 |7,622.401 | 33,080,438 | 21,840,364 8,354,727 1 7,924,542 | 36,759,809

4.1.3

Summary information related to consolidated capital adequacy ratio

Parent Bank Only

Consolidlated

Current Period

Prior Period

Current Period

PFi.(_]!” I:e_r_'in_d_

Value at Credit Risk (VaCR) 38,224,007 31,465,572 42,393,025 35,367,309
Value at Market Risk (VaMR) 815,713 303,300 2,078,025] 1,506,975
Value at Operational Risk (VaOR) 4,270,571 - 5,109,996 -
Sharcholders’ Equity 6,496,246 4,528,326 6,691,590 4,729,134
Sharcholders’ Equity/ (VaCR+VaMR+VaOR)* 100 | 15.00% 14.25% | 13.50% | 12.83%

VaCR: Value at Credit Risk

VaMR: Value at Market Risk

VaOR: Value at Operational Risk

26




Tirkiye Garanti Bankasi AS and lts Financial Affiliates Convenlence Iransiation of rinancial Statements
Consolidated Interim Financial Report as of and and Related Disclosures and Footnotes
for the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3.1.1

(Thousands of New Turkish Lira (YTL}))

4.1.4 Components of consolidated sharcholders’ equity

Current Period | Prior Period
CORE CAPITAL
Paid-in Capital 2,113,165 2,103,031
Nominal Capital 2,113,165 2,103,031
Capital Commitments (-) i D
Capital Reserves from Inflation Adjustments 1o Paid-in Capital 773.640 | 773,640
Share Premium Y
Share Cancellation Profits - -
| Lepal Reserves 170,069 110,030
I. Legal Reserve (Turkish Commercial Code 466/1) 146,442 96,236
1. Legal Reserve (Turkish Commercial Code 466/2) 236277 13,794
Reserves allocated as per Special Legislations .. .. -
Siatus Reserves - B -
Extraordinary Reserves i 1,387,114 527,76%
Reserve allocated as per the Decision held by the General Assembly } 1,387,114 527,052
Retained Eamings A A YA
Accumulated Losses e
Exchange Rate Differences on Foreign Currency Capital - -
Reserves from Inflation Adjustments to Legal, Status and Extraordinary Reserves - -
Profit 1,516,175} 1,166,563
Current Period Profit i 1,516,175 1 1,166,563
Prior Periods Profit o D
Provision [or Possible Losses {upto 25% of Core Capital) 32000 30000
Ingome on Sale of Equity Shares and Real Estates to be used up for Capital Increase 27217 -
Primary Subordinated Debt (upto 15% of Core Capital) I
L.oss excess of Reserves (-) | -1 ~ -
Current Period Loss L _: _ -
Prior Periods Loss T R T -
|easchold Improvements (-) 68077 61,586
Prepaid Expenses (-} 201,459 151,713
Intangible Assets (-) , 23,770 25,686
Deferred Tax Asset excess of 10% of Core Capital {-) i - 1_ -
Limit excesses as per the 3rd Paragraph of the Article 56 of the Banking Law (-} - -
Tatal Core Capital 6,019,580 | 4,711,033
SUPPLEMENTARY CAPITAL o
General Provisions 224458 | - 158,466
45% of Revaluation Surplus on Movables - -
45% of Revaluation Surplus on Immovables ‘ 966 966
Bonus Shares of Associates, Subsidiaries and Joint-Ventures 1,509 950
Fledging Reserves (elfective portion) (13,599) {19,370}
Primary Subordinated Deblt excluding the Portion included in Core Capital o D
Secondary Subordinated Debt i 748,188 1 106,484
45% of Securities Value Increase Fund {58,284 55,217
Associates and Subsidiaries o S
Investment Securities Available for Sale 58,2847 55217
Other Reserves 20,962 36,923
Toral Supplemantary Capital 1,040,768 339E
TIER 11 CAPITAL T
CAPITAL 7,060,648 | 5,050,669
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DEDUCTIONS FROM CAPITAL

369,058

321,535

Unconsolidated investments in Entities (domestic/foreign} operating in Banking and
Financial Sectors at 10% or more

980

1,004

Investments in Entities (domestic/foreign) operating in Banking and Financial Sectors at i
less than 10% exceeding 10% or more of the Total Core and Supplementary Capitals

Loans to Banks, Financial Institutions {(domestic/foreign) or Qualified Sharchelders in
the form of Secondary Subordinated Debts and Debt Instruments purchased from
Such Panies qualified as Primary or Secondary Subordinated Debts

Loan granted to Customer against the Articles 50 and 51 of the Banking Law -

Nel Book Vatues of Immovables exceeding 50% of the Capital and of Assets
Acquired against Overdue Receivables and Held for Sale as per the Article 57
of the Banking Law but Retained more than Five Years

Others

TOTAL SHAREHOLDERS' EQUITY

4772 . .
6,691,590

81,546

3,729,134

4.2 Consolidated credit risk
Not prepared in compliance with the Article 25 of the communique *Financial Siatements and
Related Disclosures and Footnotes to be Announced to Public by Banks”.

4.3 Consolidated market risk

The Bank has defined its risk management procedures and has taken necessary precaution in order
to avoid market risk, in compliance with “Regulation on Bank’s Interna! Control and Risk
Management Systems™ and “Regulation on Measurement and Assessment of Capiial Adequacy
Ratios of Banks” published in Official Gazette no. 26333 dated 1 November 2006,

Being exposed to market risk, the Bank’s Board of Directors has identified risk management
strategies and policies considering the suggestions by the Executive Risk Commitee and has
pursued the application of these strategies periodically. Considering the existing major risks, the
Bank’s Board of Directors determines and revises the risk limits, when necessary. The Board of
Directors ensures that the risk management group and the executive management are taking
necessary action in identifying, measuring, controlling and managing several risks.

Market risks arising from trading transactions are measured by internal risk measurement model
using value at risk (VaR) methodology. VaR is calculated by three different methods, namely
historical simmulation, monte carlo simmulation and parametric method. Market risk arising from
maturity mismatches of assets and liabilities is calculated through the assets-liabilities risk
measurement model.

The periodical stress testing and scenario analysis support the above mentioned measurements.
Traditional risk measurement methods such as cash flow projection, duration and variance analysis
arc also used.

The capital need for general market risk and specific risks is calculated using the stardart method

defined by the “Regulation on Measurement and Assessment of Capital Adequacy Ratios of
Banks™ and reported monthly.
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4.3.1 Value at market risk on a consolidated basis
_Amount
1) Capital Obligation against General Markel Risk - Standard Method i w7I,V(V)?_6
I1) Capital Obligation against Specific Risks - Standard Method 65,849
11[) Capital Obligation against Currency Risk - Standard Method _ _2_],5:74;
V) Capital Obligation against Stocks Risks - Standard Method -
V) Capital Obligation against Exchange Risks - Standard Method ! -
V1) Capital Obligation against Market Risks of Options - Standard Method | 7,793
VII) Capital Obligation against Markel Risks of Banks applying Risk Measurement Models o _-7
V1) Tota! Capital Obligations against Market Risk (I+1HILHIV+V+V]) 166,242
(IN} Value-At-Market Risk ((12.5*VI1il) or (12.5*V11}) 2,078,025
4.3.2 Monthly average values at market risk
Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.
4.4 Consolidated operational risk

The value at operational risk is calculated according to the basic indicator approach as per the
Article 14 of “Regulation regarding Measurement and Assessment of Capital Adequacy Ratios of
Banks”™.

The annual gross income is composed of net interest income plus net non-interest income at year
end. It is increased by provisions, operating expenses including fees paid to outsourcing service
providers, and reduced by realised gains/losses from the sale of securities available-for-sale and

held-to-maturity and extraordinary income and income derived from insurance claims.

31 December 2004 | 31 December 2005 ¢ 31 December 2006
I)‘l_\lel lm(:re—sl [:wn‘;; - o 1,423,468 1,817,392 2.075.885
) Net Non-lnterest ncome (1,022.900) (1,065.662) (909.320)
mil]) Provr.mns S T ) 735,434 664,800 682,656
IV) Operating Expenses 1,270,775 1,464,074 1.591.847
V) Gain/Loss on Securities Available-for-Sale and Held-to-Maturity 67,432 58.854 51.307
V1) Extraordinary Income 84,339 132,907 157.707
VI Gross Income {I+11+111+1V+V-VI-V1I) 2,255,006 2,688,933 | 3.232.054
VI11) Average Gross Income (Total Gross Income/3) 2,725,331
(1X) Value at Operational Risk {Av. Gross Income x 15% x 12.5) 5,109,996

4.5 Consolidated foreign currency exchange rate risk

Foreign currency open position limit is set in compliance with the legal standard ratio of net
foreign currency position. As of 30 June 2007, the Bank and its financial affiliates’ nel ‘on balance
sheet’ foreign currency short position amounts to YTL 2,733,505 thousands (31 December 2006:
YTL 3,231,168 thousands), net ‘off-balance sheet’ foreign currency long position amounts to YTL
2,849,077 thousands (31 December 2006: YTL 3,392,232 thousands), while net foreign currency
long position amounts to YTL115,572 thousands (31 December 2006: YTL 161,064 thousands).
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The consolidated foreign currency position risk is measured by “standard method” and *“value-at-
risk (VaR) model”. Measurements by standard method are carried out weekly, whereas
measurements by “VaR” are done daily.

The Bank’s effective exchange rates at the date of balance sheet and for the last five working days
of the period announced by the Bank in YTL are as follows:

US$ EUR  Yen (100) GBP

The Bank's foreign currency purchase rate at balance .

1,3040 1,7627 1,0567 26159
sheet date
Foreign currency rates for the days before balance
sheet date;
Day 1 1,3040 1,7619 1,0565 26156
Day 2 1.3150 1,7706 1.0691 2.6330
Day 3 1,3240 1,7787 1,0810 2.6434
Day 4 1,3180 1,7742 1.0707 26350
Day § 1,3150 1,769% 1,0629 2.6263
Last 30-day arithmetical average rate 1,3155 1,7648 1,0721 26117
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The Bank's consolidated currency risk:

Convenience fransiation of financial Statemenis

and Related Disclosures and Footnotes

Originally Issued in Turkish, See Note 3.1.1

Euro USs Yen Other FCs Total

Current Period
Asisets

Cash (Cash on Hand, Money in Transit,

Furchased Cheques) and Balances with the 3,144,966 66,725 244 9,540 | 3,221,475
Central Bank of Turkey

Banks and Other Financial Institutions 447,934 2,033,573 16,968 60,029 2,558,504
onancial Assets ot Fair Value through 218,643 | 761,981 151 13,7601 994,399
Interbank Money Market Placements - - - - -
Financial Assets Available-for-Sale 89,546 4,434 876 - 49,514 4,573,936
Loans 5,348,448 | 10,052,410 26,048 402,745 | 15,829,651
Investments in Associales, Subsidiaries and : i

Joint-Ventures 561 - - ! 561
Invesimenis Held-to-Malurity 134,555 837,867 - - 972422
Derivative Financial Assets Held for Risk

Management - - 3,362 - - 3,362
Tangible Assets o 59,577 494 - 1,4€6 61,537
Intangible Assels 4,930 124 - 7€9 5,823
Onher Assets 815,261 456,436 140 9,956 1,281,793
Total Assets 10,264,421 | 18,647,848 43,415 547,779 | 29,503,463
Liabilities | !

Bank Deposits R 261,770 565,167 ! 43 : 168,499 995,479
Foreign Currency Deposits | 7,511,160 | 11,752,493 ; 69,194 552,417 | 19,885,264
Interbank Money Market Takings o 58,245 653,125 - - 711,370
Other Fundings | 2,434,664 | 7,706,293 1,478 -| 10,042,435
Securities Isswed - - - - -
_Miscetlaneous Payables o 77,845 67,694 ° 16 | 3,075 148,630
Derivative Financial Liabilities Held for Risk ’
 Management - 4,769 | - . 4,769
Other Liabilities (*) e 99,687 171,881 2,674 74,779 349,021
Total Liabilities 10,443,371 | 20,921,422 73,405 798,770 | 32,236,968
. E !
Net ‘On Balance Sheet’ Pasition (178,950) | (2,273,574) . (29,990) ' (250,991) ' (2,733,505)
Net 'Off-Balance Sheet’ Position 291,039 2,1759371 29,183 352,918 2,849,077
Derivative Asscls 1,679,081 6,945,597 92,936 556,293 | 9,273,912
Derivative Liabilities (1,388,042} | (4,769,660} | (63,753) | (203,380} | (6,424,835)
Non-Cash Loans o - - - - -
Prior Period e ; !
Total Assets 1 1(,183,040 | 16,004,675 | 17,464 497,614 | 26,702,793
Tolal Liabilities 9,702,596 | 19,450,587 19,894 760,884 [ 29,933,961
Net ' On Balance Sheet’ Position 480,444 | (3,445,912) (2,430) | (263,270) | (3,231,168)
Net *Off-Balance Sheet” Position (377.428) | 3,374,281 4,597 390,782 | 3,392,232
Derivative Assets 1,194,583 | 5,776,120 ! 12,682 520,508 1 7,512,893
Derivative Liabilities 1 (1,572,010 | (2,401,839 (8,085)1 (138,726) 1 (4.120,661)
Non-Cash Loans - - - - -

(*) Other liabilities also include gold deposits of YTL 67,995 thousands that is included in “depesits™ in the
accompanying consolidated financial statements.

31




Tilrkive Garanti Bankas) A$ and Its Financial Affiliates
Consolidated Interim Financial Report as of and
for the Six-Month Period Ended 30 June 2007

(Thousands of New Turkish Lira (YTL))

4.6

Consolidated interest rate risk

Convertence fransiation of rinancial datemenis
and Related Disclosures and Foornotes
Originally Issued in Turkish, See Note 3.1.1

Interest sensitivity of assets, liabilities and off-balance sheet items is evaluated during the weekly
Assets-Liabilities Committee meetings taking into account the developments in market conditions.

Bank’s interest rate risk is measured by the standard method, value at risk (VaR) and asset-
liability risk measurement models.

Measurements for standard method are carried out menthly using the maturity ladder table, while
measurements for VaR calculations are done daily. Asset-liability risk measurement model is

studied monthly.

During the daily VaR calculations, the interest rate risks of the Bank’s YTL and FC trading and
investment securities available for sale and off-balance sheet position are measurzd. These are
supported by scenario analysis and stress testing.

4.6.1 Interest rate sensitivity of assets, liabilities and off balance sheet items (based on repricing dates)
Current Period Uptol 1-3 Months ; 3-6 Months 6-12 I Year and Non-lnferest Total
Month I Meonths Over __Bearing

Assets JFPS PR A N PV, PR S —— [Ru— - am— v

Cash (Cash on Hand, Money in Transit,

Purchased Cheques) and Balances with 3,546,637 - - - - 1,537,954 5,084,591

the Central Bank of Turkey L

Banks and Other Financial Institutions 1,785,228 169,280 227,500 250,631 947,548 239,507 3,619,694
Fnanciul Asscts ot Fair Value through 18,0700 39,238 33,1430 58,880| 1,028068] 95944l 1273343
Iaterbank Moncy Market Placements - - - - - R
Financial Assets Available-for-Sale 1,390,762 3,815,833 9758121  275,353] 3,501,261 612,705, 10,571,826
Loans 8,684,274 6,448,546  4,178,2051 3,280,765| 11,181,799 831,442} 34,605,031
Investments Held-to-Maturity 531,071 2,729,240 167,531 513,630 861,929 274,744, 5,078,145
Other Assels 228,272 242,585 484.2601. 364,579 882,541 2,286,457 4,488,694
Total Assets Il 16,184,314] 13,444,722| 6,066,551| 4,743,838| 18,403,146 5,878,753; 04,721,324
Liabilities S L

Bank Deposits 916,919  268,019|  57,307) 16,266 629,563 (3233981 2,211,472
Cther Deposits 23,458,630 3,021,488 680,272, 783,293 299,435  7.107,858; 35,350,978
Interbank Money Market Takings 3,983,196 610,617 206,849; 332,742 BO1,975] 119,215 6,054,594
Miscellancous Payables I - - - 2,199,228 2,199,228
Securities Issued - - - - - 1 .‘#_P . '
Other Fundings 402,684 802,319 664,441: 1,961,491 7,054,395 152,522 _ 11,037,852
Other Liabilities 146,721 211,732 7,506 28,628 39,235| 7,433,378] 7,867,200
Total Liabilities B 28,908,150 4,914,175 1,616,375 3,122,422|  8,824,603| 17,335,59%] 64,721,324

; ' ‘ ‘
On Balunce Sheet Long Pasition 18530547 4450,176] 1,621,416 9,578,543 . 24,180,682
On Balance Sheet Short Position (12,723,836) - - - -1 (1 l,456,846)_7(“26,1_8_0_.682)
Ofi-Balance Sheet Long Position 12,666 3,790 1,582 2,995 1,745 - 22,748
Off-Balunce Sheet Short Position (14,186) (8,625) (528) (3,026) (1,745) | ~(28,110)
Total Pesition (12,725,336)] 8,525,712] 4,451,200/ 1,621,385 9,578,543|(1 1,456,846)’ {5,362)
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Average interest rates on monetary financial instruments (%):

Current Period Eure USS$ Yen __NTL
Assets
Cash (Cash on Hand, Money in Transit,

Purchased Cheques) and Balances with the 1.97 - - 13.13

Central Bank of Turkey . [
Banks and Other Financial Institutions 4,00-4.50 3.25-7.75 0.55 17.25-22.20 _
Financial Assets at Fair Value throvgh 51365 | 7.00-12.38 : 16.00-19.88
Interbank Money Market Placements L - - .:__ __-_T_—-_*:_u
Financial Assets Available-for-Sale 5.47-10.63 | 7.00-12.75 - 16,49-19.03
Loans 4,28-8.08 5.60-9.30 2.13 23.03-24,94
Investments Held-to-Maturity 8.13-11.14 6.88-12.38 - 18.64-21.24
Liabilities _
Bank Deposits 3.90-6.12 5.36-7.00 - 13.44-17.00
Other Deposits 1.50-5.00 1.00-6.50 0.45 _ 1577
Interbank Money Market Takings - 2.00-5.50 - 11.27-14.00
Miscellaneous Payables ) :— _—— - - - B
Securities Issued T - - o —_——-—:—-_—-
Other Fundings 4.26-5.33 5.89-6.55 1.63 17.66-18.95
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4.6.2 Interest rate sensitivity of assets, liabilities and off balance sheet items (based on repricing
dates)
Non-
Prior Period Uptol 1-3 Months | 3-6 Months 612 1 Yearand Interest Total
Month Months Over A

- Bearing
Assets o ____l L ]
Cash (Cash on Hand. Money in Transit, i

Purchased Cheques) and Balances | 3.425.434 . L . -1 1858999 5,284,433

with the Central Bank of Turkey . ! . .
‘Banks and Other Financial Instiwtions ' 1,673,808 136,959 230,902 ] 201,399 f 99.924 209389_! __2 552, SHI
F ;,'1‘;";;,‘:_‘0’::5”5 o Fair Value throvgh o) 10| 00c L go096 | 296216 | deam13] sLies 1052565
;lglcrban}. N—‘lo_ncy Market Placements - - - } - 7 : -
Financial Assets Available-for-Sale 1,760,022 [ 3,897,170 | 1,291,782} 209,774 | 2,588,313 62,938 - 9,809,999
Loans | 8,668,560 | 5686549 | 2634832 | 5552701 | 6487302 | 204,909 | 29234853
Investments Held-to-Maturity 577,933 | 2,408,687 92,703 635,345 [ 1,468,147 (10.219) {  5172,601
_Olhe_r ASE»CIS o 353,390 306,991 258,386 495,267 723,158 | 1875601 | 4,012,793
Ig_l_alﬁssets l 16,511,253 | 12,543,624 | 4,589,601 | 7,390,702 | 11,831,657 | 4,252,988 . 57,119,825
l Illbll:ltle‘v o | ]
Bank Deposits 1,078,567 189,799 30,390 27,178 17.306 230,475 | 1,573,715
Olher Dep()SllS - 21,874,365 | 2,787,447 415,708 557,406 87,750 ygﬁlﬂ_ 32,206,490
Ierbdnk Monf.y Markct Takmgs 3,708.339 217,703 105,881 179,078 | 1,071,885 12,759 5,195,645
Mlscelldneous Payables ‘ - - S - R - 1,7401;;8 I 1,740,498
Sccurities Issued o ! . - I -T T .: . -
Othcr Fundings 548,421 549,672 | 1,681,633 | 1,196,711 | 5,803,548 ] 25,262 | 9,805,247
thflj..l@hlles 1,465,789 160,853 102,005 195,721 1166 « 4,572,696 - 6498230
Total Liabilities ___._‘! ‘28,675,481 3,905,474 | 2,335,617 | 2,156,094 | 6,981,655 | 13,065,504 ; 57,119,825
On Balam Sheet Long Position -1 8,638,150 ] 2,253,984 | 5,234,608 | 4,850,002 -1 20,976,744
On Balame bheel t Short Position (12,164,228) - - - - 18,812,516) T (20,976,744)
_QE-Bu]ancc Sheet Long Paosition 20,773 192 - 508 4,921 N 26,394
OfT-Balance Sheet Short Position (10,521) (167) - {508) ‘ (4,921) -1 (16,117)
Total Position | (12,153,976) | 8,638,175 | 2,253,984 ! 5,234,608 | 4,850,002 &(8.812,516}1 ) 10,277
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Average interest rates on monefary financial instruments (%):

Prior Period Euro LSS { Yen __¥NTL
Assets T —
Cash (Cash on Hand, Money in Transit,

Purchased Cheques) and Balances with the - - - -

Central Bank of Turkey o —
Banks and Other Financial Institutions 2.75-4.75 3.25-8.00 - 17.34-21.50
[.;::2;:;};:}015\:5&5 at Fair Value through $.63-6.50 7.00-12.38 ) __‘"‘fs_f‘ i:_‘
Lnlcrbank Money Market Placements - - - o
Financial Asscts Available-for-Sale 5.34-10.63 7.08-12.75 - ~20.60-21.21
Loans 5.73-9.93 7.00-14.33 2.80 20.00-25.16
Investments Held-to-Maturity 5.75-9.88 6.88-12.38 - 17.53-23.06
Liabilitics [
Bank Deposits 3.33-5.67 5.25-7.35 - _15.00-18.56
Other Deposits _2.02-5.00 2.00-6.75 068 1 1577
Interbank Money Market Takings 3.33 5.26-5.60 - _14.20-17.14
Miscellaneous Payables - - - - )
Sccurities Issued - - - L
Other Fundings 3.97-5.08 5.50-6.69 | - 14.69-20.31

Consolidated liquidity risk

In order to avoid the liqudity risk, the Bank diverts funding resources as customer deposits and
foreign borrowings, considers the maturity mismatch between assets and lizbilities and maintains
liquid assets to guarantee sufficient liquidity during market fluctuations.

While the Bank’s short term liquidity need is met mainly with deposits, its long term liquidity is
provided through foreign funding sources such as syndication and securitisation transactions. There

are no significant idle liquidity resources.
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Maturity analysis of assets and liabilities according fo remaining maturities:

Originally Issued in Turkish, See Note 3.1.1

Upte | 1-3 -6 6-12 1 Year Undistributed
Demand Month Months Month Months And Over (*) Total

Current Period | !
Assels

Cash {Cash on Hand, Money in

Transit, Purchased Cheques) and

Balances with the Central Bank of 1,494,180 3,590,411 - - - - -1 5,084,591
Turkey e
Banks and Other Financial

:::;u and Sher Fnancia 306615 | 1.694.122] 170547 | 228,249 | 2522061 967,955 -1 3.619.694
Financial Assets at Fair Value

through Profit/Loss 2,680 30.961 29,896 | 58,149 203,590 | 948,067 -1,273,343
Interbank Money Market Placements - - N - -1 - - -
Financial Assets Available-for-Sale | 58,658 1481,443 | 2,067,468 [1,009.364 | _ 292610 | 3,662,141 | 142 110,571,826
Loans | 72,628 6,521,375 | 3.239.622 [2,958,104 | 2945048 ' 18,599,347 ° 268,907 | 34,605,031
Investments Held-to-Maturity - .| a90036 | 167,714 505,097 | 3,915,298 -1 5,078,145
Other Assets 162,683 398,513 [ 694528 | 484,260 364,346 | 883,484 1,500,880 [ 4,488,694
Total Assets 2,097,444 | 13,716,825 | 8,692,097 (4,905,840 | 4,562,897 | 28,976,292 1,769,929 | 64,721,324
Liabilities j o
Rank Deposits 403,957 807,395 270,106 | 58,065 16,681 655,268 -l 2211472
Other Deposits 8,039,734 | 22,423,769 | 3,035,201 | 677,894 753,415 420965 | - | 35,350,978
Other Fundings - 408,477 527,312 6754321 2,298,899 | 7.127,732 - 11,037,852
Interbank Money Market Takings - 4,011,674 631,561 | 218,702 337,605, 855,052 =] 0,054,594
Securilies Issued - . - - - - B -
Miscellancous Payables 140,325 1,583,030 19,001 | 456,872 - - - 2,199,228
Other Liabilitics (**) 122.280 248,750 | 291,854 | 20,443 4342 | 71991 7.061,540! 7,867,200 |
Tatal Liabifities 8,706,296 | 29,483,095 | 4,775,035 |2,107,408 ' 3,450,942 | 9,137,008 7.061,54{}!6‘1.125:}}4”
Liquidity Gap (6,608,852) | (15,766,270) | 3,917,062 |2,798,432 | 1,111,955 | 19,839,284 | (5,291,611) -
Prior Period i |
Total Asscts 2,377,062 | 12,748,994 | 5,424,100 |3,301,381 | 5,916,213 | 25,440,867 1,911,208 | 57,119,825
Total Liabilities 8,380,680 | 27,128,580 | 3,921,376 |2,694,842 | 2,175,963 | 7,007,179 5.811,205 | 57,119,825
Liquidity Gap (6,003,618) | (14,379,586) | 1,502,724 | 606,539 | 3,740,250 | 18,433,688 | (3.899.997)| -

(*y  Certain assets on the balance sheet that are necessary for the banking operations but not convertadle into cash in

short period such as tangible assets. investments in associates and subsidiarics. stationary supplies. prepaid
expenses and loans under follow-up, are included in this column.

{**) Sharcholders’ Equity is included in “Other liabilities™ line under “Undistributed” column.
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4.8

4.9

Fair values of financial assets and liabilities

Not prepared in comptiance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks”,

Transactions carried out on behalf of customers, items held in trust

Not prepared in compliance with the Article 25 of the communique “Financial Siatements and
Related Disclosures and Footnotes to be Announced to Public by Banks”,
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5 Disclosures and Footnotes on Consolidated Financial Statements
5.1 Consolidated assets
5.1.1 Cash and balances with Central Bank
Current Period Pricr Peciod
YTL FC YTL FC
Cash in Y TL/Forcien Currency 170,226 122,095 181,253 154,042
Central Bank of Turkey 1,689,051 3,090,906 1,700,078 | 3,226,830
Others 3,839 8,474 4,088 ! 18,142
Total 1,863,116 3,221,475 1,885,419 3,399,014
Balances with the Central Bank of Turkey:
Current Period Prior Period
YTL L YTL FC
Unrestricted Demand Deposits 4,693 1,184,854 621 1,500,852
Unrestricted Time Deposits o 500,730 -
Restricted Time Deposits - - - -
Reserve Deposits 1,684,358 1,906,052 1,198,727 1,725,978
Total 1,689,051 3,090,906 1,700,073 3,226,830

The banks operating in Turkey keep reserve deposits for turkish currency and foreign currency
liabilities in YTL and USD or EUR at the rates of 6% and 11%, respectivelv as per the
Communiqué no.2005/1 “Reserve Deposits™ of the Central Bank of Turkey. Interest rates applied
for reserve requirements by the Central Bank of Turkey are 13.12% for YTL deposits and 2.530%-

1.965% for foreign currency deposits.

5.1.2 Financial assets at fair value through profit/loss
5.1.2.1  Financial assets at fair value through profit/loss subject to repurchase agreements and provided
as collateral/blocked
. Curreni Period Prior Period
YTL l FC YTL FC
_Common Shares ! ___ - - -
Bills, Bonds and Similar Securities 1,750 - 8,215 -
Others - 165,618 133,500
Total i 1,750, 165,618 8,215 133,500
5.1.2.2  Positive differences on trading derivative instruments
Current Period Prior Period
Trading Derivatives
YTL FC YTL FC
Forward Transactions 10,182 7,689 7,520 2,582
Swap Transaclions 842 20,985 6,138 30,825
Futures - o _l 02 - -
Options 15,743 10,133 2,639 2,057
Others - 552 - 3,361
Tatal 26,767 39,461 16,297 38,825
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513 Banks and other financial institutions
Current Period Prior Period
YTL FC YTL FC
Banks 1,061,190 2,558,504 207,543 2,345,038
[Domestic banks 512,422 858,244 138,472 803,673
Foreign banks 548,768 1,700,260 69,071 1,541,365
Foretgn headoffices and branches - - - -
Orher Financial Institutions - - 4 N
Futal 1,061,190 2,558,504 207,543 2,345,038
Dise from foreign banks:
Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.
5.1.4 Financial assets available-for-sale
5.1.4.1 Financial assets subject to repurchase agreements and provided as collateral/blocked
Collateralized financial assets available-for-sale in YTL include government bonds. Carrying
values of such securities with total face value of YTL 477,810 thousands (31 December 2006:
YTL 458,133 thousands), is YTL 475,154 thousands (31 December 2006: YTL 463,266
thousands). The related accrued interests amount to YTL 33,171 thousands (31 December 2006:
YTL 51,108 thousands).
Collateralized financial assets available-for-sale in foreign currencies include eurobonds and other
foreign currency government securities. Carrying values of such securities with total face value of
USS 438,750,000 and EUR 3,563,000 (31 December 2006: US$ 432,650,000 and EUR 3,563,000),
ar¢ US$ 433,228,874 and EUR 3,891,700 (31 December 2006: US$ 429,219,469 and EUR
4,028,624). The related accrued interests amount to US$ 19,579,862 and EUR 63,977 (5!
December 2006: USS 19,766,624 and EUR 14,195), respectively and the impairment losses to US$
418,732 and EUR 106,587 (3| December 2006: USY 28,485).
Current Period Prior Period
L YTL FC YTL FC
Collateralised/Blocked Assets 508,323 396,351 314,373 634,046
Assets subject to Repurchase Agreements 3,010,958 378,619 3,883,783 518,935
Total 3,519,283 975,170 4,398,156 1,152,981
5.14.2  Details of financial assets available-for-sale

o Current Period Prior Period

Debt Seccurities 10,489,695 9,763,491
Quoted a1 Stock Exchange 6,983,318 7,201,046

| Unauoted at Stock Exchange 3,506,377 2,562,445

Common Shares 45,563 22,708
Quoted at Stock Exchange 4,641 5,229
Unquoted at Stock Exchange 40,922 17,479

VYalue Increases / Impairment Losses (-) , 36,568 23,800

Total ! 10,571,826 9,809,999
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As of 30 June 2007, the Bank's “financial assets available-for-sale” portfolio includes private
sector bonds with “credit linked notes” at a total face value of USD 1,125,000,000 (31 December
2006: USD 625,000,000} and a total carrying value of USD YTL 1,513,274 thousands (31
December 2006: YTL 897,013 thousands). Garanti Faktoring's *financial assets available-for-sale™
portfelio also includes private sector bonds with “credit linked notes™ at a total face value of USD
16,535,000 and EUR 1,000,000 (31 December 2006: -) and a total carrying value of USD YTL
23,472 thousands (31 December 2006: -).

5.1.5 Loans
5.1.5.1 Loans and advances to shareholders and employees of the Bank
Current Period Prior Period o
Non-Cash Non-Cash
Cash Loans Loans Cash Loans [ Leans
Direct Lendings to Shareholders 13 2,202 B 2 97.4:55
Corporates 13 2,202 2 9,455
Individuals A D T
Indirect Lendings to Sharehelders 67,360 116,364 82,587 | N 41,793
Loans to Employees . 48,342 N 37034 | -
Total 115,715 118,566 119,623 51,248
5.1.5.2  Loans and other receivables classified in groups I and 11 and restructured or rescheduled
Performing Loans and Other | Loans under Follow-Up and
Receivables (Group 1) Other Receivables (Group 1)
Cash Loans Restructured Restructured
L.oans and or Rescheduled Loans and or Rescheduled
Other Loans and Other Loans and
Receivables Other Receivables Other
Receivables Receivables
Loans 34,227,797 - - 108,327
Discounted Bills __ _8_632_%_. N T -
Export Loans 3,170,004 - - 41,907
Import Loans 33,561 - - T
Loans to Financial Sector 889,712 - I o
Foreign Loans 2,169,022 - - -
Consumer Loans 6,686,996 - R
Credit Cards 5,179.384 - - e
Precious Metal Loans 141,638 T R -
Others I 15,871,157 | - - 66,420
Specialization Loans i " - -
Other Receivables L - Tl o -
Total i 34,227,797 - - 108,327
5.1.5.3 Muturity analysis of cash loans

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks”.

40

]




| ] Tiirkiye Garanti Bankas) A$ and Its Financial Afiliates Convenience fransiation of Financial Statements
Consolidated Interim Financial Report as of and and Related Disclosures and Footnotes
for the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3.1.1
l {Thousands of New Turkish Lira (YTL))
Consumer loans, retail credit cards, personnel loans and personnel credit cards
' Short-Term !Medium and Long-Termj  Total
Consumer Loans - YTL 131,562 | 5,653,728 5,785290
Housing Loans 3,859 2923,678] 2927537
l Automobile Loans 14,272, 1,066,279 | 1,080,551
General Purpose Loans j 112,837, 1,663,771 T l,z'fa}gp?
Others 594 - 594
l Consumer Loans - FC-indexed 12,131 S17,454 o 5_29»5_85
Housing Loans 5,905 448,449 | 454,354
Aulomobile Loans 1,116 43,699 | 44,815
' General Purpose Loans 5,110 i 25,306 30.412
Others - - -
Consumer Loans - FC 3,306 31,409 . 36715
' Housing Loans - 6,968 61?@
Automobile Loans - 7,080 o _710§O
General Purpose Loans 7 11,636 I o i_l -6‘!3
' Others 5,299 5,725 | 11,024
Retail Credit Cards — YTL 4,932,695 - _4.932,695
With Installment 2,386,937 - m?-‘336,937_
l Without Installment 2,543,758 B __2.545.758
Retuil Credit Cards = FC 28,713 o 3BT
With [nstallment - - -
' Without Installment . 28,715 a 28715
Personnel Loans - YT, ? 5,929 9346: 15275
Housing Loan | - 266 266
' Automobile [oans N 34 —_— - = 34
General Purpose Loans 5,929 9,046 o __!419_75
(thers - - -
' Personnel Loans - FC-indexed - 6 6_
Housing l.oans - - ] -
Automobile Loans - 6 6
' |_General Purpose Loans - - e -
Others - - -
Personnel Loans — FC 33 1,801 1,834
I Housing L.oans - - T
Automobile Loans - - -
Ciencral Purpose [oans 33, 1,801 1,834
' Others - - T
Personnel Credit Cards - YTL 32,990 - o 792390
| With Instaliment 14,209 14209
' Without Installment 18,781 - . 1 8178_1_
Personnel Credit Cards - FC - - T
| With Installment - - T
l Without Installment N - T
Deposit Accounts— YTL (real persons} 318,291 : -, 318,291
Deposit Accounts— FC (real persons) N - -
| l Total 5,467,652 6,213,744 11,681,396
|
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5.1.5.5 Installment based commercial loans and corparate credit cards

5.1.5.6

5157

5.1.5.8

Short-Term Medium and Long-Term| ~  Total
Installment-based Commercial Loans - YTL 212,302 2,316,077 _ 2£‘2§979_
Real Estate Loans 2,947 307,865 310,812
Automobile Loans 48,726 1,145,729 1,194,455
General Purpose Loans 160,629 862,483 1,023,112
Others - o
Installment-based Commercial Loans - FC-indexcdi 37,815 287415 o 32§,230
Real [state Loans | - 50,029 50,029
Automobile Loans 3611 143,916 147,527
(Generat Purpose Loans 34,204 ; 93,470 :_____ _12_3;67”1
Others - - -
Installment-based Commerical Loans - FC 72 1,688 1,760
Real Estate Loans - 91 91
Automobile Loans ___]2 1,022 o __1,0_4]
Wa;ﬁrvlcra] Purpose Loans 33 373 e e e §_28
Others - ol e
Corporate Credit Cards - YTL 181,158 | N lii!,lS_S
With Installment - l . } —
Without Instatlment 181,158 | -1 181,158
Corporate Credit Cards — FC 3,826 - . 3{8_26
With Installment 1,003 - 1,003
Without Installment 2,823 - 2,8?}7
Deposit Accounts— YTL (corporate) 403,215 - jl_ﬂ?ﬂ 5
Deposit Accounts— FC {corporate) | - - .
Total ! 838,388 | 2,605,180 3,443,568

Allacation of loan customers

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

Allocation of domestic and foreign loans

Current Period |  Prior Period
Domestic Loans 32,094,924 27,795,773
Foreign Loans 2,241,200 1,253,238
Total 34,336,124 29,049,011

Loans to associates and subsidiaries

Current Period

Prior Period

Dircct Lending

240 112

Indirect Lending

Total

240 | 112

]
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Originally Issued in Turkish, See Note 3.1.1

Specific Provisions Current Period | Prior Period
Substandard Loans and Receivables - Limited Coileclibility 20,793 23,281 |
Doubtful Loans and Receivables 82,650 58,177
Uncollectible Loans and Receivables 401,775 376,934
Total 505,218 458,392 |
5.1.5.10 Non-performing loans(NPLs) (ner)
Non-performing loans and other receivables restructured or rescheduled:
Group 111 Group 1V Group V
Substandard Doubtful Loans Uncollectible
Loans and and Loans and
Receivables Receivables Receivables
Current Period R I
(Gross amounts before specific provisions) i L
Restructured Loans and Receivables ~ - o 5,882
Rescheduled Loans and Receivables - Y
Total - - 5,882
Prior Period o o
| (Gross amounts belore specific provisions) R R
Restructured Loans and Receivables N - 32,547
Rescheduled Loans and Receivables N N
Total - - 32,547
Movements in non-performing loan groups:
Group 11 Group IV Group V
Substandard Doubtful Loans Uncollectible
Loans and and Loans and
Receivables Receivables Receivables
Balances at Beginning of Period 789232 l 173448 . 448,554
Additions (+) 295,594 30,216 5,&77_’ )
Transfer from Other NPL Categories (+) - 178,946 o 97'227_
Transier to Other NPL Catepories (+) 178,946 97,227 o | 7'_340__
Callections during the Period (-) ~ 59,091 48,786 o 5_9;?20
Write-offs (-) 9 1 16,738
Balances at End of Period 135,780 180!585“ L 45_7_’7_60
Specific Provisions (:) 20793 82650 | 40LTTS
Net Balance on Balance Sheet 114,987 | 97,935 55,985
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Non-performing loans in foreign currencies:

Group 1] GrouplV ! GroupV
Substandard Doubtful Loans Uncollectible
Leans and and Receivables l.oans and
Recsivables Receivables
Current Period .
Balance at End of Period 192 4,245 90,1.11
Specific Provisions (-) 65 422___ _62£_5 I_
Net Balance at Balance Sheet 127 3823 27,186
Prior Period
Balance at End of Period 161 581 - _21397_
Specific Provisions (-) 22 154 69,150
Net Balance at Balance Sheet 139 427 42,157

5.1.5.11 Liquidation policy for uncollectible loans and receivables

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

5.1.6 Factoring receivables

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks”.

5.1.7 Investments held-to-maturity

5.1.7.1  Investment subject to repurchase agreements and provided as collateral/blocked

Current Period Prior Period
YIL | FC YTL I FC
Collateralised/Blocked [nvestments 250,671 | 22,656 229,691 | 35,481
Investments subject to Repurchase 3,091,367 404,474 1,057,869 I 606,489
Total 3,342,038 427,130 1,287,560 ; 641,970

5.1.7.2  Government securities held-to-maturity

Current Period | Prior Period
| Government Bonds 4,722,027 4,707,081
Treasury Bills - -
Other Government Securities 324,138 398,735
Total 5,046,165 5,105,816

5.1.7.3  Investments held-to-maturity

i Current Period | Prior Period

Debt Securities 5,140,596 5228073
| Quoted at Stock Exchange 4,236,101 1943582
Unquoted at Stock Exchange 904,495 L284.491
Impairment Losses {-) 62,451 85,472
Total 5,078,145 5,172,601
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5.1.7.4  Movement of investments held-to-maturity
Current Period | Prior Period
| Balances at Beginning of Period 5,172,601 3,064,643
Foreign Currency Differences On Monelary Assets (80,453) 96,002
Purchases during the Period 79,396 3,923,995
Disposals through Sales/Redemptions (85,838) 1 (1.818,874)
Impairment Losses (-} (13,954) (20,741)
Change in Redeemed Costs 6,393 (72,426}
Balances at End of Period 5,078,145 5,172,601
The Bank reclassified certain investment securities, previously classified in its available-for-sale
portfolio, amounting YTL 2,993,773 thousands with total face value of YTL 2,936,112 thousands
1o its investments held-to-maturity portfolio in compliance with the “Regulation on Accounting
Standards”. Such securities are inciuded in “purchases during the period” line above in the
movement lable of investments held-to-maturity for the period at their fair values of YTL
3,108,957 thousands as of their reclassification dates. The value increases of such securities
amounting YTL 23,083 thousands are recorded under the shareholders’ equity and amortized
through the income statement up to their maturities as earned.
5.1.8 Investments in associates
5.1.8.1 Unconsolidated investments in associates
| , Purent Bank's Share —1If: . .
. Address (City/ . . . :Bank Risk Group’s
|Associates Country) Different, (\;2;1"3 Rights 1 Ghare (%)
1 [Bankalararast Kart Merkezi AS " Istanbul/Turkey 10.15 10.15
2 |Emeklilik Gbzetim Merkezi AS Istanbul/Turkey - 9.00
Income Current Prior Period Company's
o . Tetal Fixed on ureen Profit/Loss and | Fair Value
Total Sharcholders ) Interest s L Period Extraordi i
Assets Equity Assets Income ecurm'es Profit/Loss xtraordinary .(l
i _ Portfolio Reserves available)
1| 13217 10,571 3,897 711 - 934 926 | -
2| 4554 3,599 386 269 42 248 ) | -

1 Bankalararasi Kart Merkezi AS has increased its share capital from YTL 4,000 thousands to YTL 6,000
thousands through appropriation from its extraordinary reserves,
) Total fixed assets include tangible and intangible assets.

5.1.8.2 Consolidated investments in associates

| t . Parent Bank's Share — [f: . ,
[Associates | Adgress (City/ ' Different, Voting Rights -}B»nnk Risk (jruup §
: ountry) (%) : Share (%)
! lGaranti Sigorta AS | Istanbul/Turkey | 20.00 20.00
i 9 Income c ¢ Prior Pericd | Company
- ] Total Fixed on arren Profit/lLoss and 's Fair
Fotal Shareholde " Interest . Period ~ , , .
Assets rs' Equi | Assets Income Securities Profit/Loss Extraordinary Yalue (if
quity | Portfolio | "0 L Reserves | uvailable)
1 299,367 124,492 | 15,626 9,661 386 30,724 29,058 ] -

) Total fixed assets include tangible and intangible assets,
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Following the sale of 80% shares in Garanti Sigorta AS previously classified as investments in
consolidated subsidiaries to Eureko BV on 21 June 2007, the remaining 20% shares are reclassified
to investments in associates. This investment is consolidated under equity method of accounting in
the accompanying consolidated financial statements.

5.1.8.3 Unconsolidated investments in associates sold during the current period
None.

5.1.8.4 Unconsolidated investments in associates acquired during the current period

None.

5.1.% Investments in subsidiaries

5.1.9.1  Unconsolidated investments in subsidiaries

. . Paren.t Bank’s Shz}re Bank Risk Group's
Subsidiaries Address (City/ Country)} |- If D:l:rerenl, Yoting Share (%)
Rights (%) | o ol e
1 |Garanti Bilisim Teknolojisi ve Tic. A$ Istanbul/Turkey ____l £0.00 L WIP_(LO_Q_ .
2 |Garanti Odeme Sistemleri AS Istanbul/Turkey 99.92 100.00
3 |Dogug Hiz. Yon. ve Org. Dams AS Istanbul/Turkey 9340 | 10000
Galata Arastirma Yaymncihk Tamum ve Biligsim
4 [Teknoloji Hizmetleri AS Istanbul/Turkey 10000 | 10000
5 |Trifoy Real Estate Company ; Bucharest/Romania | - ‘ ~__loo.00
6 sPaﬂicipation GBI Custody ' Amsterdom/Holland | e __f __100.00
7 iParticipation United Custodian | AmserdamMolland | - _| __ 100,00
8 |Trif'oy Investments | Amsterdam/Holland - 100.00
1 Current PPF:I;II'_':;;H::: Company’s
Total Shareholders' —I‘X?;Liif-‘;d Interest S"ecc(:JTieti:: PI::riod and‘ Fair(?’ralue
Assets Equity Income Portfolio Profit/Loss | Extraordinary available)
Reserves T
l 11,638 7,281 ! 366 - 627 365 (100,385) , -
2 17,093 5,881 666 - 1,032 1,334 399 ¢+ -
3 1,295 1,234 34 21 48 483 477 | -
4 365 156 44 - - 3 | (18_5)““! o
57 66 35 58 : . - ) | -
6 220 220 - - - - -1 -
7 220 220 - - . - o
8 2 2 | - 4 - - - - .

™ Total fixed assels include tangible and intangible assets.

Unconsolidated subsidiaries, reasons for not consolidating such investments and accounting
treatments applied for such investments

As of 30 June 2007, the investments in Trifoy Real Estate Company, Participation GBI Custody,
Participation United Custodian and Trifoy Investments classified as financial subsidiaries are not
consolidated as their total assets are less than 1% of the Bank’s total assets, instead they arc valued at
cost.
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The non-financial investments in Garanti Bilisim Teknolojisi ve Tic. AS, Garanti Odeme Sistemleri AS.
Dogus Hiz. Yén. ve Org. Damg. AS and Galala Arastirma Yayincihk Tamtim ve Bilisim Teknoloji

Hizmetleri AS are valued by equity method of accounting.

5.1.9.2  Movement of consolidated investments in subsidiaries
Current Period Prior Period
Balance at Beginning of Period 605,059 612,058
Movements during the Period (18,967) (6,999)
Acquisitions and Capital Increases -1 14,685
Bonus Shares Received " _m____45m1l294 10,723
Dividends from Current Year Profit I I
Sales/Liquidations 66,551 78,256
_ Reclassifications R
Increase/Decrease in Market Values 16830 7,903
Currency Differences on Foreign Subsidiaries o (14375)1 37,946
Impairment Laosses (-) . _-A;L —— =]
Balance at_End of Period } 536;_0?2_* 605,059
Capital Commitments e -
Share Percentape at the End of Period (%) - ] -

Y Garanti Bank International NV has increased its capital from EUR 134,750,000 w EUR 159,470.000 through

appropriation from its retained eamings on 17 April 2007.

Sectoral distribution of consolidated investments in subsidiaries

Subsidiaries Current Period | Prior Period

| Banks .. 318029 287,036
Insurance Companics 56,545 123,095
Factoring Companies 54,036 37,205

| Leasing Companies 85,384 85,384
Finance Companies 72,098 72,339
Other Subsidiaries - -

Quoted consolidated investments in subsidiaries

Subsidiaries

Current Period |

Prior Period

Quoted at Domestic Stock Exchanges

Quoted at Intemational Stock Exchanges

54,036,

37205

Valuation methods of consolidated investments in subsidiaries

Subsidiaries

Current Period |

Valued at Cost

532,056

_Prior Period_|
567,854

Vatued at Fair Value

54,036

37,205

Vatued by Equity Method of Accounting
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Other information on conseolidated investments in subsidiaries

None.
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|
l Subsidiaries Address (City/ Sh::erfnltfg{;?fl:rzm, S'(lfaorne:o‘:i';i?lt::r M‘f‘h.‘“’ o.f
N Country) Voting Rights (%) | Subsidiaries (%) | Comsclidation
l _ 1 ~ {Garanti Finansal Kiralama A§ Istanbul/Turkey 94.10 5.86 ! Full Consolidation
) 2 Garanti Fakioring Hiz. AS n Istanbul/Turkey 55.40 - ' Full Consolidation
_3 ‘Jl_(jgrgmi._\’aunm Menkul Kiymetler A§ Istanbul/Turkey 100.00 - [ I:I_.:_I] Consolidation
l il _(ialrami Portftiy Yonetimi AS Istanbul/Turkey 100.00 - ' Full an_soli(}alion_
§ .@3{9"“ Emeklilik ve Hayat AS [stanbul/Turkey 84.91 - Fu]lEoEfoliggliqnw
fi CGaranti Bank International NV Amsterdam/Holland 100.00 . I-‘ul_l_CoEo[ici_mio_rl_ )
l 7 {Garanti Bank Moscow Moscow/Russia 75.02 24.86 Full Consolidation
8 Garanti Financial Services Pl Dublin/lreland 99.99 - Full Consolidation
l 9 |Garanti Fund Management Co Lid Valetta/Malta 69.50 - Full Consolidation
Prior Period
| Total Shareholders' T‘:;:in?-‘;d Interest gleccouT;izg (i’l:':(e)gt P"“:‘:ﬁ-““ Fg?rnl!):lzi (-‘“_
: Assets Equity Income Portfolio Profit/Loss | Extraordinary available)
Reserves
[ 16483801 180,983 17,167 | 87,111 S 24517F 13218 -
l 2| 499,015 29,872 1,388 | 12,520 - 1250|7062 97,530
3 26,725 22804 | 2259 |  1am 1435 | a3 | 376 -
4, 1884 15284 | 1,521 262 1055 13| 2488 -
l s | 62317 73,961 6642 | 6726 6,044 23,682 |  (17,003) -
6‘ 5,266,099 346,935 64,508 158,498 61,536 o 22,759 ?1,277 -
—7 477,170 68,710 1,482 15,778 4,382 5864 I_6,2!7 -
' 8 | gl 9,601 - 175 - (99) 6,396 -
9 80 | - . . - . (267) | -
(Y Financial information is as o' 31 March 2007, but fair valug information is as of 30 June 2007.
l *Total fixed assets include tangible and intangible assets.
. Consolidated investments in subsidiaries disposed during the current period
In the current period, the Bank sold its 80% shares in its consolidated subsidiary; Garanti Sigorta
AS for EUR 365,000,000 and its 15% shares in its consolidated subsidiary Garanti Emeklilik ve
l Hayat AS for EUR 100,000,000, both classified in investments in consolidated subsidiaries at total
net asset values of YTL 124,492 thousands and YTL 73,961 thousands, respectively, to Eureko BV
on 21 June 2007.
l As part of the sale transactions mentioned above, the Bank has a sale option on the remaining
shares of Garanti Sigorta A$ and Eurcko BV has purchase and sale options on the shares of Garanti
Emeklilik ve Hayat AS.
l Cansolidated investments in subsidiaries acquired during the current period
None.
l 5.1.10  Investments in joint-ventures
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5.1.11 Lease receivables

5.1.11.1 Financial lease receivables according to remaining maturities

Current Period Prior Period
Gross Net Gross Net
Less than | Year 845,089 711,327 706,281 593,655
Between 1-4 Years 956,430 849,432 784,952 623,213
I.onger than 4 Years - - - -
ITotal 1,801,519 | 1,560,759 1,491,233 1,236,868

S.L1L2 Netfinancial lease receivables

Current Period Prior Period
Gross Financial Lease Receivables 1,801,519 1,491,233
Unearned Income on Financial Lease Receivables (-) 240,760 204,365
ITerminated Lease Contracts (-) o 4
Net Financial Lease Receivables 1,560,759 | 1,286,868

5.1.11.3 Financial lease agreements
The criterias applied for the financial lease agreements are as follows:

The customer applied for a financial lease is evaluated based on the lending policies and criterias
taking into account the legal legislation. A “customer analysis report” according to the type and
amount of the application is prepared for the evaluation of the customer by the Credit Commitice
and certain risk rating models such as “customer risk rating” and “equipment rating/scoring™ are
applied.

In compliance with the legal legislation and the authorization limits of the general manager, credit
committee and board of directors, it is decided whether the loan will be granted considering the
financial position and the qualitative characteristics of the customer and the criterias mentioned
above, if yes, which conditions will be applied. At this stage, collateral such as bank guarantees,
mortgages, asset pledges, promissory notes or the personal or corporate guaranices, may be
required depending on the creditworthiness of the customer and the characteristics of the product to
be sold.

The sectoral, equipment type and pledged asset concentration of the customers are monitored
regularly.

The followings are monitored for the financial lease agreements signed:

Subseqguent to granting of loan, the fulfiliment of monetary aspects such as lending procedures,
timely collection of rental payments are monitored. Furthermore, updated information on the
performance of companies is reported by the credit monitoring unit even for the performing
cuslomers.

The reports prepared by the credit monitoring unit for the performing companies and the
assessments made by the administration follow-up and the legal units for the problematic
companies, are presented to the top management following the assesments made by the related
internal committees and the necessary actions are taken.

49




Jurkiye Garanti Bankasi Ad and Its Financial Afibates Convenience Lransiation of Financiai staremenis
Consolidated Interim Financial Report as of and and Related Disclosures and Footnotes
for the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3.1.1
(Thousands of New Turkish Lira (YTL}))

5.1.12  Derivative financial instruments held for risk management

5.1.12.1 Positive differences on derivative financial instruments held for risk management

Derivative Financial Assets held ; Current Period | Prior Period

for Risk Management YTL § FC i YTI. FC
- i - - .
4,799

Fair Value Hedges .
Cash Flow Hedges N 3,362 -

Net Forcign Investment Hedges -

Total N 3,362 -

4,799

5.1.13  Tangible assets (net)

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

S.1.14  Intangible assets

Not prepared in compliance with the Article 25 of the communique “Financial Siatements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

5.1.15  Deferred tax assets

As of 30 June 2007, the Bank had a deferred tax asset of YTL. 67,303 thousands (31 December
2006: YTL 43,830 thousands) calculated as the net amount remaining after netting of tax
deductable timing differences and taxable timing differences in its consolidated financial
statements.

The Bank did not have any deferred tax assets on tax losses carried forward or tax deductions and
exemptions as of 30 June 2007. However, there was a deferred tax asset of YTL 116,414 thousands
(31 December 2006: YTL 90,062 thousands) and deferred tax liability of YTL 49,111 thousands
(31 December 2006: YTL 46,232 thousands presented as net in the accompanying financial
statements on all taxable temporary differences arising between the carrying amcunts and the
taxable amounts of assets and liabilities on the financial statements that will be considered in the
calculation of taxable earnings in the future periods.

For the cases where such differences are related with certain items on the shareholders’ equity
accounts, the deferred taxes are charged or credited directly to these accounts.

5.1.16  Assets held for sale

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes 10 be Announced to Public by Banks™,
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5.1.17  Other assets

5.1.17.1 Receivables from term sale of ussets

j Current Period ' Prior Period
[nvestments in Associates, Subsidiaries and Joint- 166,733 169,619
Ventwres —
92,680
Real Estates 87,346
| Cther Assets | 2,843 1 2,843
Total | 2569221 265,142

3.1.17.2 Prepaid expenses, taxes and similar items

Current Period

Prior Period

Prepaid Expenses

201,458

151,713

Prepaid Taxes

7,478

7,857
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5.2 Consolidated liabilities
5.2.1 Maturity profile of deposits
Current Period 1 Demand 7 szys Uptol 13 Months J 3.6 Months 6-12 ;I Year and, Accumula?tingi Total
Notice | _Month Months | Over  Depost .
Saving Deposits 11,000,389 T 3432098] 5929542 167,207, 48860 232,144 -1 10,810,240
Foreign 5,365,299 ST 6,263,368 5,714,128 923010 849,794 | 701,696 67,969 | 19,885,264
Resid 3,664,462 .| 5288.981| 5214578 762638 464355 | 432455  67.215] 15,894,684
Residents in Abroad | 1,700,837 | T 974387 499550 160372, 385439 269,241 | 754} 3.990.580
Public Scetor Deposits | 139964]  -[ 4311|4221 A I T
Commercial Depusits | 1,426,357 -1 2005565 814,187 12,847, 8541 7,663 -: 4,275,160
Others 60,086 - 34,731 67,553 957 87 240 T 163,654
Precmus M:lal..Den.osilsm,,.._V.‘.-,‘ 47,610 " 1,363 1'303 2,125 1,359 13,635 L__a o 67’99‘{
Bank Deposits 403,956 S| 807,398) 211,240 116930 16,681 655267 - 22n4m2
_Central Bank of Turkey -1 : - - - - | -1 -
Domestic Banks 8,656 i 207,435 26633 24,648 4,890 ; -, 2262
Foreign Banks _ 346,868 1 591.725] 184,607 92,282 11,791] 655267 -1 1882540
Special Purpose 48,432 R 8,238 - . - - - 56,670
_Financial Institutions |~ i N —— .
Others L - i - - - - ' - .
Fotal 8.443.66]i .| 12,548,804 | 12,742,174 1,223,683 | 925372 1,610,697 67,969 | 37,562,450
. . 7 Days Uptol 6-12 |1 Year andjAccumulating;  Total
Prior Period Demand Not?:e Mponth 1-3 Mouths | 3-6 Manths Months Over Deposit )
Saving Deposits. | 858,537 T 2652039 | 5370180 | 173910 | 36,990 | 61,384 | -] 9,153,040
Foreign Currency 5,306,372 -1 6,259,367 | 5,003,582 | 725,110 | 490,752 ' 684,307 | 66,739 , 18,536,229
Residents in Turkey 3 3,564,397 -1 5107083 1 4486519 | 603,335 | 217,523 ' 432301 66,058 | 14.477.216
Residents in Abroad | 1,741,975 | S 1152284 | 517,063 | 121,775 | 273,229 | 252,006 | 681 ' 4,059.013
Public Sector Dep 13447 - 8047  em2| 1 46 48 ! -1 2887
Commercial Deposits__| 1,363,647 -1 1460924 | 1184717 23406 | 12,262 8,835 - | 4053791
Others 178,397 ; 28,761 | 170,388 305 19 n7| - | 378087
ecio 32,721 - 1,248 1,360 2,844 - | 18783 [ s69s6
Bank Denosits 311,044 - | 70sass | 3ss282 | 142808 | 39,091 | 199012 | - | 1573715
_Central Bank of Turkey_ - " - - . y - - S
Domestic Banks 50,691 .| 295634 4,093 7,045 | 10208 | 17,226 -] 384897
Foreign Banks 194.906 | -1 409854 | 351,189 | 135853 | 28,883 2,686 SENVERY]
Special Purpose . 65,447 i . _ ; . ) | ) ) . ) i 65.447
. Financial Institutions . i b i ! P
Total 8064065 . - | 11115874 | 12,002,301 | 1,068480 | 79,060 793486 | 66739 |33.780,205
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5.2 Lt

5212

5213

5.2.2

5.2.3

5.2.3.1

Saving deposits and other deposit accounts insured by Saving Deposit Insurance Fund

Saving deposits covered by deposit insurance and total amount of depaosits exceeding insurance
coverage limit:

| Covered by Deposit Insurance 1 QOver Deposit Insurance Limit_
Current Period Prior Period Current Period Prior Period
Saving Deposits 5,378,185 4,553,983 5,301,372 4,529,157
Foreign Currency Saving Deposits 3,154,039 3,015,500 6,442,631 5,151,654
Other Deposits 2,860 3,417 58,595 | 45,860
Foreign Branches' Deposits Under Foreign . ) ) }
Insurance Coverage

Off-Shore Branches® Deposits Under Foreign | ;
Insurance Coverage . |

Saving deposits at domestic branches of foreign banks in Turkey under the coverage of foreign
insurance

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks”.

Saving deposits out of the insurance coverage limits of Saving Deposit Insurance Fund

Saving Deposits at Current Period | Prior Period
Foreign Branches 336,720 239,732

Ofi-Shore Branches - -

Derivative financial liabilities held for trading

Frading Derivatives ! Current Period Prior Period
| VTL | FC ] YTL ] FC
Forward Deals : 4,399 7,209 | 28301 1,598
Swaps 452,603 14,349 240.601 10,129
Futures - - - -
Options 8,383 9,486 473 | 2.268
Others - 3851 - 1,646
Total 465,385 31,429 § 243.904 ' 15,641
Funds borrowed
Current Period Prior Period
YTL FC YTL I FC
Central Bank of Turkey - - - I -
Domestic Banks and Institutions 522,145 543,167 585,874 401,126
Foreign Banks, Institutions and Funds 373,272 8,793,796 364,242 8,310,633
Tutal 895,417 9,338,963 950,116 8,711,759
Muaturities of funds borrowed
Current Period Prior Period
YTL FC YTL FC
Shor-Term 895,417 2,690,075 950,115 2,717,581
Medium and Long-Term - 6,648,888 - 5,994,178
Tatal 895,417 9,338,963 950,116 8,711,759
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5.2.3.2

524

5.2.5

5.2.6

5.26.1

j.2e6.2

5.2.7

Disclosures for concentration areas of the bank’s borrowings according to customers or sector
groups providing funds or other risk concentrating criterias

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

Interbank money markets |

Funds obtained through repurchase transactions:

Current Period Prior Period
YTL FC YTL FC

Domestic Transactions 4,481,781 - 3,476,521 -

Financial Institutions and Orpanizations 4438,832 - 59,156 -

Other Institutions and Organizalions - - 3,373,115 -

[ndividuals 42,949 - 44,250 -
Fareign Transactions 861,443 711,370 834,27 984,851 '

Financial Institutions and Qrganizations 860,122 711,370 833,600 984,851

Other Institutions and QOrganizations 1,122 - 378 -

Individuals 199 - 205 -
[Total 5,343,224 711,370 4,310,794 ; 984,851

Factoring payables

Not prepared in compliance with the Article 25 of the communique “Financial S:atements and
Related Disclosures and Footnoles to be Announced to Public by Banks”.

Lease payables

Financial lease payables

Current Period Prior Period
Gross Net Gross Net
Less than 1 Year 29 26 1,815 1,664
Betwegen 1-4 Years - - - -
Longer than 4 Years - - - -
Total 29 26 1,8t5 1,664

Operational lease agreements

The operational leasing agreements are signed for some branches and ATM’s, The agzreements are
prepared annually and annual rents are paid in advance and recorded as prepaid expense in “other
assets”. There are not any commitments arising on the existing operational lease agreements.

Negative differences on derivative financial liabilities held for risk management

Derivative Financial Liabilities held Current Period Prior ?eriﬂd,,,,, L
for Risk Management CovTL L FC | yTL l FC
Fair value hedges - - - -
Cash flow hedpes - 4,769 - ’_ R -
Net foreign investment hedges R o - ‘l .
Total - 4,769 _ - -
54




Turkiye Garanti Bankas) AS and Its Financial Affihates Convenience Ifransiaiton of Financial Statementy
Consolidated Interim Financial Report as of and and Related Disclosures and Footnotes
for the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3.1.1

R

{Thousands of New Turkish Lira (YTL))

5.2.8

5.2.8.1

5282

5.2.8.2.1

Provisions
General provisions
!
: Current Period | Prior Period
| General Provision for 224,458 158,466
Loans and Receivables in Group | 198,330 138,632
Loans and Receivables in Group 11 : 489 490
Non-Cash Loans ! 25,639 _ 19,344
Others - -
Other provisions

General reserves for possible losses

¥
| Current Period | Prior Period

General Reserves for Possible Losses ' 32,000 ; 30,000

The Bank provided a general reserve in the amount of YTL 32,000 thousands in the current period
against the possible adverse effects of the potential risks in the economy.

5.2.8.2.2 Provisions for non-cash loans that are not indemnified or converted into cash

5.2.8.23

5.2.9

5.2.9.1
5.29.L1

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

Other provisions for possible losses

l Current Period ! Prior Period

Provision for Promotion Expenses of Credit Cards (*} l 41,859 46,051

(*y The Bank provides fully for the committed promotion expenses of credit cards as of the balance sheet date.

Taxes and other duties payable

Current tax liability

Tax provision

As of 30 June 2007, after netting with the prepaid taxes, the tax liability amounts to YTL 182,819
thousands (31 December 2006: YTL 127,631 thousands). In cases where the differences between
the carrying amounts and the taxable amounts of assets subject to tax, are related with cenain items
in the equity accounts, the current tax assets/liabilities are charged or credited directly to these
accounts.

5.2.9.1.2 Taxes payable

! Cuorrent Period | Prior Period
Corporate Taxes Payable 182819 127,631
Taxation on Securities Income 44,132 31,202
Taxation on Real Estates Income | 871 . __E'E
Banking Insurance Transaction Tax ! 24,542 ! 23,563
Foreign Exchange Transaction Tax . 3,240 3252
Value Added Tax Payvable 79 1,249
Others 9,601 10,685
Total 265,995 198,259
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3.2.9.1.3 Premiums payable

Current Period | Prior Period

Social Security Premiums-Employees 413 278
| Social Security Premiums-Employer 92 384
Bank Pension Fund Premium-Employecs 711 8
Bank Pension Fund Premium-Employer | 1,090 N §

Pension Fund Membership Fees and Provisions-Employees - | -

Pension Fund Membership Fees and Provisions-Employer -

Unemployment Insurance-Employees 476 482
Unemployment Insurance-Employer 881 889
Others - 3
Total 3,663 2,055

5.2.9.2  Deferred tax liability

In the accompanying consolidated financial statements of the Bank had a deferred tax liability of
YTL 3,106 thousands (31 December 2006: YTL 1,108 thousands).

5.2.10  Payables for assets held for sale

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

5.2.11  Subordinated loans

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks”.

5.2.12  Sharcholders’ equity

5.2.12.1 Paid-in capital

Current Period [ Prior Period
Common Sharcs 2,100,000 2,100,000
; i

Preference Shares | ) -

5.2.12.2 Registered share capital system

| i Ceiling per

Capital System | Paid-in Capital ' Registered
Share Capital
Common Shares 2,100,000 7,000,000
Preference Shares ‘ -

5.2.12.3 Capital increases in current period

None.

5.2.12.4 Capital increases from capital reserves in current period

None.

5.2.12.5 Capital commitments for current and future financial periods

None. 56
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5.2.12.6 Fossible effect of estimations made for the parent bank’s revenues, profitability and liquidity on
equily considering prior period indicators and uncertainities

52127

5.2.12.8

5.2.12.9

5.2.12.10

None,

Information on privileges given to stocks representing the capital

None.

Securities value increase fund

Current Period

YTL

FC |

Prior Period
YTL {

Investments in Associates, Subsidiaries and
Joint-Ventures

s
-1

WValuation Difference

1

Exchange Rate Difference

Securities Available-for-Sale

65,429

64,075

1
52,419 ¢

70,285

Valuation Difference

65,429 |

64,075 |

70,285

Exchange Rate Difference

!

52,419

Total

65,429 |

64,075 |

52,410

70,285

Revaluation surplus

Current Period

Prior Period

YTL

FC

FC

Movables

Rea) Estates

and Subsidiaries and Real Estates to be
used for Capital Increases

2,147 |

27,717

Revaluation Surplus on Leaseheld
lmprovements

Bonus shares of associates, subsidiaries and joint-ventures

It includes the bonus shares received from the following investee companies; Garanti Gayrimenkul
Yatinm Ortakhifi AS by YTL 23 thousands, Garanti Sigorta AS by YTL 559 thousands, Garanti
Odeme Sistemleri AS by YTL 401 thousands, Kredi Kartlan Biirosu by YTL 481 thousands, Tat
Konserve AS by YTL 36 thousands and Yatinm Finansman Menkul Degerler AS by YTL 9

thousands,

5.2.12.11 Legal reserves

Current Period

Prior Period

l. L.egal Reserve

145,065

94,859

1. lLegal Reserve

23,627

13,794

Special Reserves

In compliance with the decisions made on the annual general assemblies of the Bank and its
financial affiliates operating in Turkey, 5% of prior periods’ profit is allocated to legal reserves.
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5.2.12.12 Extraordinary reserves

Current Period Prior Period

L.egal Reserves allocated in compliance with the Decisions
made at the Annual General Assembly

1,387,404 526,745

Retained Earnings ! - -
i
| Accumulated Losses i - -

Exchange Rate Difference on Forgign Currency Capital l - -

In compliance with the decisions made on the annual general assemblies of the Bank and its
financial affiliates, remaining prior periods’ profit afler the appropriation to legal reserves, are
allocated to extraordinary reserves.

5.2.12.13 Minority interest

| Current Period Prior Period
Balance at Beginning of Period 7,770 42,022
Profit Share of Subsidiaries 4,302 1,252
Prior Period Dividend - -
Increase/{ Decrease) in Minority Interest due to Sale 7,586 {35,504)
Others - -
Balance at End of Period 19,658 7,770

The decrease in minority interest is resulted from the sale of %15 shares of the %100 owned
consolidated subsidiary; Garanti Emeklilik ve Hayat AS (31 December 2006: resulted from the
sale of the shares in Garanti Gayrimenkul Yatinm Ortakhigi AS).
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53 Consolidated off-balance sheet items

5.3.1 (f{f-balance sheet contingencies

5.3.L.1 Irrevocable credit commitments
Current Pertod | Prior Period
Letters of Guarantee in Foreign Currency 4,858,315 4,675,006
Letters of Guarantee in YTL 3,508,845 | 2,682,754
Letters of Credit 2,154,692 1,872,234
Bills of Exchange and Acceptances 140,288 | 143,541
Prefinancings - | -
Total 10,662,140 9,373,535
5.3.1.2  Possible losses and commitments resulted from off-balance sheet items
A specific provision of YTL 1,567 thousands (31 December 2006: YTL 1,694 thousands} is made
for unliquidated non-cash loans of YTL 5,577 thousands (31 December 2006: YTL 6,621
thousands) recorded under the off-balance sheet items as of 30 June 2007.
The detailed information for commitments, guaraniees and sureties are provided under the
statement of “*off-balance sheet items™,
As of 30 June 2007, in the Bank’s “other irrevocable commitments®”, there are commitments for
“credit linked notes™ with a total face value of USD 625,000,000 (31 December 2006: USD
625,000,000). Alsc, in Garanti Faktoring's “other irrevocable commitments”, there are
commitments for “credit linked notes” with a total face value of USD 27,850,000 and EUR
3.000,000 (31 December 2006: -).
5.3.L.3 Non-cash loans
Current Period | _Prior Period
Non-Cash Loans against Cash Risks 268,683 293,794
iWith Original Maturity of I Year or lLess 53,598 41,294
With Original Maturity of More Than | Year 215,087 252,500
Other Non-Cash Loans 11,276,504 9,753,804
Total 11,545,189 10,047,598
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5.3.1.4 Other information on non-cash loans

Sectoral risk concentration of non-cash loans:

Current Period Prior Period
YTL | (%) ¢ FC | (%) | YTL | (%) FC | (%)
Agriculture 15872 0451 13830 0171 12,136| 045 13,093 | 018
Farming and Stockbreeding 14491 | 041! 13830 017! 11,226] 042 13,193 0.18
Forestry 55 - - - 80 - - -
Fishery 1326 0.04 . . 830 0.03 . o
Manufacturing 1,170,175 | 3336 |2,981,587 | 37.10| 709238 | 26.43 | 2,841,533 | 38.59
Mining 327,648 . 9341 22589 ] 028 66001 ] 246 24819 0.39
Production 811,472} 23.13 12,561,898 | 31.88 | 627.430| 2338 | 2521650 3425
Electricity. Gas, Water 31,055 | 089{ 3971001 494 15807 059| 291.064] 3.95
Construetion S67.717 | 16.18 : 1,464,940 | 18.23 | 438975, 16361 1236261, 16.79
Services 1,558,321 | 44.40 3,333,990 | 41.61 | 1,405,537 5238 | 30782291 41.80
Wholesale and Retail Trade 1,002,822 | 28.58 |1,034014 | 12.88 | 857.786| 3197 | 1.021.648| 13.88°
Hotel, Food and Beverage Services| 72,288 ) 2061 64,897) 081 68,349 | 255 106,313 __:i‘:‘_‘r
Iransportation and 836721 2381 460419 s73| 73029] 272| 594951| 808
Telecommunication
Financial Institutions 353,359 ] 10.07 | 1,752,807 1 21.81 | 365201 | 1361 1327960 | 18.03
Real Estate and Renting Services 3,011] 037 12264| 0.1s| 12032, 045| 11685, 0.6
“Self-Employment” Type Services - - - - - - - -
Educational Services 53281 015 3623| 004 57501 0.21 4763 |  0.06
Health and Social Services 27741 079! 150661 0.19| 232901 087,  10909' 0.15
Others 196,883 | S.61| 231874| 289 | 117,571 | 438 194925] 2.64
Total 3,508,968 | 100.00 [8,036,221 | 100.00 | 2,683,457 | 100.00 | 7,364,141 | 100.00

5.3.1.5 Nen-cash loans classified under Group I and 11:

Group | a' Group 11
YTL FC YTL FC
Non-Cash Loans 3,505,500 8’09_!72 i o e
Letters of Guarantee 3,505,777 4,857,346 - -
Bills of Exchange and Bank Acceptances 75 140,213 - -
Letters of Credit 48 2,807,190 - o
Endorsements - - - -
Underwriting Commitments o o
Facloring Related Guarantees - - - -
Other Guarantees and Surities - 228,964 - -

5.3.2 Financial derivative instruments

Not prepared in compliance with the Article 25 of the communique “Financial Stztements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.
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533

534

Contingent liabilities and assets

The manetary losses amounting YTL 712,872 thousands incurred in the 2001 financial year as a
result of the inflation accounting applied in compliance with the Temporary article no.4 added 1o
the Banks Law no.4389 through the Law n0.4743, were net off with extraordinary reserves, legal
reserves and capital reserves from inflation adjustments to equity items. As per the Temporary
article no.4/13 of the same Law and the statements of the reiterated article 14/1a of the Corporate
Tax Law no.5422, these losses have not been taking into account in the tax returns of the year 2001
and subsequent years, whereas such losses should have been deducted from the taxable income.
Accordingly, the tax returns were submitted with a condition stating that such losses should have
been deducted and the Bank may appeal to the tax court for the tax return. Following the rejection
of this condition by the tax office, the Bank appealed to the tax court for the corporate tax return of
the year 2004 and the temporary tax periods of the year 2005 and the tax court decided in favour of
the Bank. However, as of the reporting date, the judgement process continues.

Services rendered on behalf of third parties

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.
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5.4 Consolidated income statement
5.4.1 Interest income
5.4.1.1  interest income from loans
Current Period Prior Period
_ YTL FC YTL _FC
Interest Income from Loans _ = .
_Short-term loans 1,025,927 125,189 784,281 95,750
Medium and long-term loans 425209 356,163} 233,058 257,369
L.oans under follow-up 11,157 o '_E_ _,2&95:5_1 -
Premiums received from Resource Utilization Suppont R i i} ;
Fund I N
Total 1,462,293 481,352 | 1,040,994 | 353,119
5.4.1.2 Interest income from banks
__ CurreatPeriod ,|wm,_m!?_r_ier..!’..eri9.d
YT . FC yvi | rc
| Central Bank of Turkey 18,312 - 7,546 -
Domestic Banks 8,631 21,366 21,965 | 19,450
Fareign Banks 38960] . . 102164] 17130 41811
Foreign Headoffices and Branches - =i oo
Total : 65,903 123,530 46,641 ! 61,261
5.4.1.3  lwterest income from securities portfolio
Current Period Prior Period
YTL FC YTL FC
| Trading Financial Assets 24,720 8,658 10,0001 § 23.826
Financial Assets Valued at Fair Value through Profit ) } .
or Loss ——
Financial Assets Available-for-Sale 556,867 176,436 424290 135199
Investments Held-to-Maturity 327,547 44,537 79.186 | 125331
Tutad 909,134 229,631 513,477 284,356
5.4.1.4 Interest income received from associates and subsidiaries
Current Period% Prior Period
Interest Received from Investments in Associates and Subsidiaries 12! 8

54.2 Interest expenses

5.4.2.1 Interest expenses on funds borrowed

Current Period i Priov Period
) YTL | FC | YTL ! FC
Banks 64,426 237,984 ; 26,029 179,425
_Central Bank of Turkey - - - -
Domestic Banks 27,548 20,902 21,767 8,453
Foreign Banks 36,878 217,082 4,262 170,972
Forcign HeadolTices and Branches - - - -
Other Institutions - 15,383 . 10,310
Total 64,426 253,367 | 26,029 189,735
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5.4.2.2 Interest expenses paid to associates and subsidiaries

Current Period Prior Period

Interest Paid to Investments in Associates and Subsidiaries - 17

5.4.2.3 Interest expenses on securities issued

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

5.4.2.4  Maturity structure of interest expense on deposits

Time Deposits

Account Description Demal_ld Uptol 1-3 3-6 6-12 1 Year ! Accl:;?l;;:::ing i Total

Deposits Month Months Months | Menths | and Over . ‘p !
C e SV S S I o AgLOUNLS
Turkish Lira_ | | R L Wuw'
Bank Denosits 164 48,707 1 862 199 164 2,311 - _ 52407
Savine Deposils 944 276,954 492,847 14,971 3,832 5,834 - 795,382
Public Sector Denosits - 1,080 622 . 1 1 - AL
Commercial Denosits.... ... 4,366 220,898 1 69.210 1,929 990 666 - ... 298,259
Others 318 ! 7,906 10,455 48 8 17 - 187952
7 Davs Notice™ Deposits__| - ! - - - | - o ' .. T
Total ¥TI. _ _ 5,992 555,545 573,996 17,147 4,998 8,832 - 1L166,510
Foreign Currency } o
Forcien Currency Devosits L 47,655 . 125774 | 110250 | 17,025, 10444 10.438 1.910 323,496
Bank Deposits - 18271 i 15,670 1,627 248 2,882 - 38,698
*7 Davs Notice” Denosils z il S - - i - N
Precious Metal Deposits - 3 7 14 58 - -l 8
Il FC_ 47,655 144,048 125,927 18,666 10,750 13,320 1,910 1 362,276
Grand Total ‘i 53,647 | 699,593 699,923 35,813 15,748 22,152 i 1,910 ! 1,528,786

5.4.2.5 Interest expense on repurchase agreements

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks”.

5.4.2.6  Financial lease expenses

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks”.

5.4.2.7 [Inierest expenses on factoring payables

Not prepared in compliance with the Article 25 of the communique “Financial Stztements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

5.4.3 Dividend income

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.
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5.4.4

5.4.5

5.4.6

Trading income/losses (net)

Convenience fransiqiton of rinanclal Statemenits
and Related Disclosures and Footnates
Originally Issued in Turkish, See Note 3.1.1

Current Period ! Prior Period
Income 1,596,078 ' 3,249,538
_Trading Account Income - 700,296¢ 1,050,921 |
Denvative financial instruments 576,703 386,852
Others 123,593 664,069
Foreign Exchange Gain 865,782 2,198,617
| Losses (-) 1,696,675 | 3,265,579
Trading Account Losses 763,062 991,223
Derivative financial instruments 712,823 374,090
Others 82,239 617,133
Foreign Exchange Losses 901,613 2,274,356 |
Total (100,597) (16,041)

Other operating income

Other operating income generally consists of collection or reversals of prior year provisions,
banking services related costs charged to customers and income in custody services.

In the current period, the gain on sales of 80% shares in Garanti Sigorta A, previously a
consolidated subsidiary, and 15% shares in Garanti Emeklilik ve Hayat AS, amounting YTL
706,874 thousands is recorded under other operating income,

Provision for losses on loans or other receivables

; Current Period_; _Prior Period _
Specifie Provisions for Loans and Other Receivables 82,068 | 136,484
[.oans and reccivables in Group [l1 - __45,*?»6@ !___3.62-{'_
Louns and receivables in Group IV 23,185 4,279
| Loans and receivables in Group V 13,515 128,548
General Provisions 67,317 45,257
Provision for Possible Losses ] 1_11092 o LSJQQP_
Impairment Losses on Securities 856 | 30,665
Financial assets at fair value through profit or loss R __85£ ]2_’_‘_‘_3_5_
Financial assets available-for-sale - 18,520
Impairment Losses on Associates, Subsidiaries and 12,078 25,521
Investments Held-to-Maturity |
Associates -] -
Subsidiaries 382 -
Joint Veniures - -
Investments held-to-maturity 11,696 25,521
Others 4,882 32,274
Tatal 184,201 ¢ 285,201
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5.4.7

5.4.8

5.4.9

Other operating expenses

Convenlence iransiaiion g rinancial Jtatements
and Related Disclosures und Foortnotes
Originally Issued in Turkish, See Note 3.1.1

]Current Period ;

Prior Period

Personnel Costs 352,584 307,153
Reserve for Employee Termination Benefits 4,243 | 3,340
Delicit Provision for Pension Fund o -
Impairment [osses on Tangible Assets -3
Depreciation Expenses of Tangible Assets 70,823 69,388
impairment Losses on Intangible Assets - i o
Amortisation Expenses of Intangible Assels 13,905 ; - __|2L2_,03
Impairment l.osses on Assets Lo be Disposed ' .
Depreciation Expenses of Assets to be Disposed s
Impairment Losses on Assets Held for Sale - -
Other Operating Expenses 340,414 287,008

Operational lease related expenses 37,789 I 28,067

Repair and maintenance expenses 10,183 ; . 5;9_27.

Advertisement expenses 52,359 1 . __ﬁ615_32

Other expenses 240,083 _,_N4§?6,482
Loss on Sale ol Assets 3,043 o __JQJ} 1
Others 204,506 165,094
Fatal 989,518] 854,920

Profit/loss before taxes

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

Provision for taxes on income

As of 30 June 2007, on a consolidated basis, the Bank recorded a tax expense of YTL 276,402
thousands (30 June 2006: YTL 84,562 thousands) and a deferred tax income of YTL 21,470
thousands (30 June 2006: YTL 51,466 thousands, a deferred tax expense).

Deferred tax income/expense on timing differences ;

Dieferred tax income/(expense) on timing differences

Current Period

Increase in Tax Deductable Timing Differences o _3_5,70_5
Decrease in Tax Deductable Timing Differences (-) 1,407
_Inerease in Taxable Timing Differenges.(-) %|'7§8
Decrease in Taxable Timing Differences 8’?.’9_
Total . 21,470

Deferred tax income/expense in the income statement arising on timing differences, tax tosses

and tax deductions and exemptions:

deductions and exemptions

Deferred tax income/(expense) arising on timing differences, tax losses and tax

Current Period

Increase/{ Decrease) in Tax Deductable Timing Differences

Increase/(Decrease) in Tax l.osses

_{Increase¥Decrease in Taxable Timing Differcnces

i
I
1
I
i

Increase/( Decrease) in Tax Deductions and Exemptions

Total

65




Tiirkiye Garanti Bankas1 A§ and Its Financial Affiliates Convenlence Transiation of rinancial Statements
Consolidated Interim Financial Report as of and and Related Disclosures and Footnotes
for the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3.1.1
(Thousands of New Turkish Lira (YTL))

5.4.10  Operating profit/loss after taxes

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

5.4.11  Net profit and loss

54.11.1 Aany further explanation on operating results needed for better understanding of bank’s
performance

None.

5.4.11.2 Any changes in estimations that might have a material effect on current and subscquent period
results

None,

5.4.11.3 Minority interest’s profit/loss

1 Current Period l Prior Period
Net Profiv/(Loss) of Minority Interest ] 4,302 868

5.4.12 Components of other items in income statement exceeding 10% of total income statement

None.
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5.5 Consolidated statement of changes in shareholders’ equity

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks”.
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5.6 Consolidated statement of cash flows

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.
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5.7
5.71

.21

5.7.1.2

5.7.1.3

Related Party Risks

Convenience Transiation of rinancial Stalements
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3.1.1

Transactions with parent bank’s risk group; lendings and deposits and other related party
transactions outstanding at period end and income and expenses from such transactions
incurred during the period

Loans and other receivables

Current Period:

Bank's Risk Group

Associates, Subsidiaries and

Bank's Direct and [ndirect

Other Components in Risk

Joint-Ventures L Shareholders Group

I.oans and Other Receivables Cash Non-cash Cash Non-cash (Cash : Non-cash

Balance at beginning of period 7,142 1,2_22 224,108 9,455 87,185 4 I_,:{93_

Balance ot end of period 32470 2612 217,811 2,202 171,677 116,364

Interest and Commission 14 . 371 69 2,377 ‘ 402
Income

Prior Period:

Associates, Subsidiaries and

Bank's Direct and Indirect

Other Components in Risk

Ei_ank's Risk Group Joint-Ventures Shareholders Group

1.0ans and Other Receivables Cash Non-cash Cash Non-cash (Cash l Non-eash

Balance a1 beginning of period 16,641 211 249,521 157,096 153,299, j,gﬂi

Balance at end of period 7,142 1,222 224,108 9,455 87,185 41,793

Interest and Commission 19 2 668 880 2,549 14
Income

Depaosits

Bank’s Risk Group

Associates, Subsidiaries and
Joint-Ventures

Bank’s Dircct and Indirect
Sharcholders

Other Components in Risk
Group

Inicrest Expenses

+

Deposits Current Period! Prior Peried | Current Period| Prior Period | Current Period: Prior Period
Batance al beginning of period 2,010 1,771_ _______ 509,513 1,304,333 132,777 _l 26,666
Batanee at end of period 113,889 2,010 450,942 509,513 89,939 I32:zz7l

- 17 17,153 29,960, 5,270 5,495

Derivative transactions

Bank's Risk Group

Associates, Subsidiaries and

Bank’s Direct and Indirect

Other Components in Risk

Jeint-Yentures Sharcholders Growop
Current Period| Prior Period |Current Period| Prior Period { Current Pn:riod.l Prior Period

[Transactions for Trading: T
Beginning of Period 2,790 - - 4272 - -
End of Period 1,304 2,790 - . T

Total Profit/Loss 2 - - N -1 - -

Hedging Transactions:

- SR P —_—— -
Beginning of Period - - -, - - -
End of Period - - . iy R

Total Profit/Loss - - - - I
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572 Parent bank’s risk group

5.7.2.1  Relations with companies in risk group of/or controlled by the Bank regardiess of nature of
current transactions

Transactions with the risk group, are held under arm’s-length conditions; terms are set according to
the market conditions and in compliance with the Banking Law. The Bank’s policy is to keep the
balances and transaction volumes with the risk group at reasonable levels preventing any high
concentration risk on balance sheet.

5.7.2.2  Concentration of transaction velumes and balances with risk group and pricing policy

The cash loans of the risk group amounting YTL 67,613 thousands (31 December 2006: Y'TL
82,539 thousands) compose 0.20% (31 December 2006: 0.28%) of the Bank’s total cash loans and
0.10% (31 December 2006: 0.14%) of the Bank’s total assets. The total loans and similar
receivables amounting YTL 421,958 thousands (31 December 2006: YTL 318,435 thousands)
compose 0.65% (31 December 2006: YTL 0.56%) of the Bank’s total assets. The non-cash loans of
the risk group amounting YTL 121,178 thousands (31 December 2006: YTL 52,470 thousands)
compose 1.05% (31 Decemnber 2006: 0.52%) of the Bank’s total non-cash loans. The deposits of
the risk group amounting YTL 654,770 thousands (31 December 2006: YTL 644,300 thousands)
compose 1.74% (31 December 2006: 1.91%) of the Bank’s total deposits. The pricing in
transactions with the risk group companies is set in compliance with the markel prices.

5.7.2.3  Other matters not required to be disclosed

None.

5.72.2.4  Transactions accounted under equity method
Please refer to Notes 5.1.8 and 5.1.9.

5.7.2.5 All kind of agreements signed like asset purchases/sales, service rendering, agencies, leasing,
research and development, licences, funding, guarantees, management services

The Bank has agency contracts with certain consolidated subsidiaries namely Garanti Yatirim
Menkul Kiymetler AS, Garanti Sigorta AS, Garanti Emeklilik ve Hayat A§. Accordingly, all the
branches of the Bank serve as agencies to sell the products of these entities 1o customers. Apency
services for trading of securities are rendered by the Bank’s specialised branches {Investment
Centers).

Purchase of equipments for internal use are partly arranged through financial leasing.
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5.8

Domestic, foreign and off-shore branches or investments and foreign reprensentative
offices

Not prepared in compliance with the Article 25 of the communique “Financial Statements and
Related Disclosures and Footnotes to be Announced to Public by Banks™.

71




Tiirkiye Garanti Bankasi AS and Its Financial Afliliates Conventence fransiation of Financiai dtatements
Consolidated Interim Financial Report as of and and Related Disclosures and Footnotes
for the Six-Month Period Ended 30 June 2007 Originally Issued in Turkish, See Note 3. 1.1

(Thousands of New Turkish Lira (YTL})

5.9 Significant events and matters arising subsequent to balance sheet date

On 5 July 2007, the Bank has reached an agreement with Deutsche Bank AG regarding the transfer
of its custody services to foreign institutional investors for US$ 115 millions. Pursuant to the
agreement, ongoing services provided to foreign institutional investors will continue to be provided
by the Bank for the duration of the next ten months.

Deutsche Bank AG has paid US$ 1135 millions consideration for the transfer of the said services up
front and foliowing the deduction of the Banking and Insurance Transaction Tax at 5% from such
arnount, the remaining will be recognized in the Bank’s income of the corresponding period.

On the other hand, custody services provided by the Bank to local investors will continue to be
provided as presently carried out and such investors will continue to receive custody services from
Tiirkiye Garanti Bankasi AS.
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5.10 Other Disclosures on Activities of the Bank
5.10.1 Other disclosures

e On 5 February 2007, the Bank obtained a subordinated debt of US$ 500 millions from foreign
markets with an interest of 6.95% and maturity of 10 years with a repayment option for the
Bank at the end of the fifth year. This debt is qualified as the secondary subordinated debt to be
included in the supplementary capital by BRSA in the calculation of the Bank’s capilal
adequacy ratio as of 5 February 2007 in compliance with the conditions set in the legislation on
“Banks’ Equities” issued by BRSA and published in the Official Gazette no.z26333 dated |
November 2006.

e [t was decided during the Board of Directors meeting of the Bank on 4 April 2007 to merge the
Romania branches of Garanti Bank International NV's, a fully owned subsidiary of the Bank in
Holland and the following companies of GE Consumer Finance; Domenia Credit [FN, Ralfi [FN
and Motoractive Leasing IFN operating in Romania. The ultimate shareholders of Motoractive
Leasing IFN, the company planned to operate in Romania under the banking license after these
mergers will be T. Garanti Bankasi1 AS, Dopgus Holding AS and GE Consumer Finance. The
work on this issue continues.

o It has been resolved in the Bank’s board of directors meeting held on 11 June 2007 that:

- the Article 38 “Voting” of the Articles of Association of the Bank will be amended to provide
right of one vote for each Garanti Bank share of 1Ykr (the pertaining amendment reflects a
technical adjustment, related to the transition to YTL and does not entail any change regarding
the voting rights of the shares).

- the Article 45 “Distribution of Profit” of the Articles of Association of the Bank regarding the
distribution of the net profit to members of the board of directors and the personnel will be
abolished and removed from the Articles of Association of the Bank; and other terms in
Article 45 regarding distribution of net profit will remain without any changes.

The applications have been filed with the BRSA and the CMB for these resolutions on 13 June

2007. Following the completion of this process, the amendments to the Articles of Association
will be submitted for approval at the extraordinary general assembly meeting.

5.10.2  Parent bank’s latest international risk ratings

MQODY’S (Aprif 2007.) STANDARD AND POORS (June 2006°)
Long Term FC Deposit Bl Long Term FC Obligations BB-
Long Term YTL Deposit A3 Long Term YTIL. Deposit BB-
Short Term YTL Deposit Prime-2 Outlook Stable
Long Term FC Deposit Outlook Stable
FSR C-
F3R Qutlook Stable
L.ong Term National Aga.lr
Short Term National TR-1
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FITCH RATINGS (June 2007°)

Convenience Translatton of Financiagl Statements
and Related Disclosures and Footnotes
Originally Issued in Turkish, See Note 3. 1.1

CAPITAL INTELLIGENCE (July 2007*)

Foreign Currency Long Term FC Obligations BB-
Long Term BB Short Term FC Obligations n
Short Term B Domestic Strength BBH+
Qutlook Stable Support 2
Individual C Qutlook Stable
Support 3

Turkish Lira

Long Term BB+

Short Term B

Qutlook Stable

National AA+

Outlook Stable

(*) Latest dutes in risk ratings or outlooks.

5.10.3  Latest international risk ratings of Garanti Bank International NV, a consolidated subsidiary

MOODY’S (March 2607)*

5.10.4

Long Term FC Deposit Al
Short Term FC Deposit Prime 2
FSR C
Qutlook Stable

{*} Latest dates in risk ratings or outlooks.

Latest international risk ratings of Garanti Faktoring, a consolidated subsidiary

FITCH RATINGS (May 2007)*

Foreign Currency

Long Term BR
Short Term B
Outlook Positive
Support 3
T'urkish Lira

Long Term BB+
Short Term B
Outlook Positive
National AA
Qutlook Suble

{*} Latest dates in risk ratings or outlooks.
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5.10.5 Latest international risk ratings of Garanti Finansal Kiralama, a consolidated subsidiary

FITCH RATINGS (May 2007)*
Foreign Currency
Long Term BB
Short Term B
Qutlook Posilive
Support 3
Turkish Lira
L.ong Term BB+
Short Term B
QOutlook Pasitive
National AA
Outlook Stable

STANDARD AND POORS (January 2067)*

Long Term FC Obligations BB-
Short Term FC Obligations B
Outlook Stable

{*) Latest dates in risk ratings or outlooks.

5.10.6 Dividends

At the Annual General Assembly of the Bank dated 17 April 2007, it was decided to distribute the
income of 2006 as follows:-

2006 PROFIT DISTRIBUTION TABLE

CURRENT YEAR PROFIT 1,063,663
A - l.Legal reserve (Turkish Commercial Code 466/1) at 5% -53,183

Undistributable funds -23,019
B — The first dividend at 5% of the Paid Capital -105,000
C — Extraordinary reserves at 5% after above deduclions -44,123

[)-

- to the members of the Board of Directors upto 5% -

- to the Bank personnel at 5% -38,106
- to the owners of the Founder Shares -76,213
2 — Extraordinary reserves -712,588
¥ - 11.Legal reserve (Turkish Commercial Code 466/2) -11,432

[n the profit distribution, the undistributable funds are allocated as YTL 27,717 thousands due to
changes in certain applications; and the difference is compensated by appropriation from
extraordinary reserves.

As per the resolutions of the Board of Directors and the Annual General Assembly of the Bank on

17 April 2007, the profit distribution as detailed below was decided. The distributicn of the profit
has started.
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CASH DIVIDEND ON 2006 PROFIT FOR ORDINARY SHARE HOLDERS

AMOUNTS TO RE PAID IN CASH DIVIDEND
. PAYMENT
TOTAL WITI?tL?\ECT'DVTSUSQ '8\5 \ETI 1 DATE
AMOUNT OF = 2 .
DIVIDEND AMOUNT RATIO (%)
[
GROSS (*) 105,000 0.05000 5.00000 24042007
NET £9,250 0.04250 4.25000
CASH DIVIDEND ON 2006 PROFIT FOR FOUNDER SHARE HOLDERS
AMOUNTS TO BE PAID IN CASH
TOTAL DIVIDEND PER SHARE DIVIDEND
AMOUNT OF PAYMENT
DIVIDEND | NO QF SHARES AMOUNT DATE
GROSS (* 76,213 370 206
. 2 24.04.2007
NET 64,781 370 175

(*) There will be no withholding 1ax of 15% on the cash dividends paid to the resident institutions and the parties carming
revenues through their operations or permanent representatives in Turkey.
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6

6.1

Independent Auditors’ Review Report
Disclosure on Independent Auditors’ Review Report

The consolidated interim financial statements of the Bank and its financial affiliates as of 30 June
2007, are reviewed by Akis Bagimsiz Denetim ve Serbest Muhasebeci Mali Miisavirlik AS (the
member firm of KPMG International). It was noted in their review report dated 8 August 2007 that
nothing malerial has come to their attention that caused them to believe that the accompanying
consolidated interim financial statements do not give a true and fair view of the financial position
and results of its operations of the Bank and its financial affiliates as of 30 June 2007.

77




Tiirkiye Garanti Bankas1 Anonim Sirketi
And Its Affiliates

Consolidated Financial Statements
30 June 2007
With Report on Review of Interim

Financial Information Thercon

8 August 2007

This report contains the “Report on
Review of Interim Financial
Information” comprising 1 page and; the
“Consolidated financial statements and
their cxplanatory notes” comprising 74
pages.




Tiirkiye Garanti Bankasi Anonim Sirketi

And Its AfTiliates

Tuble of contents

Report on Review of Interim Financial Information

Consolidated Balance Sheet

Consolidated Income Statement

Consolidated Statements of Changes in Shareholders' Equity
Consolidated Statements of Cash Flows

Notes 1o Consolidated Financial Stateiments




Akis Bagimsiz Denetim ve Serbest  Telophono +00(212)317 7400
Muhasebeci Mali Migavirlik A.3. Fax +80 (21213177310
Yapi Kred: Plazo C Blok Kas 17 Intarneat Db prng, com.ir
Blyiikdare Caddesi

Levent 34330 istanbul

To the Board of Directors of
Tirkiye Garanti Bankast Anonim Sirketi,

Introduction

We have reviewed the accompanying consolidated balance sheet of Tirkiye Garanti Bankas: Anonim
Sirketi (the Bank) and its affiliates as of 30 June 2007 and the related consolidated statements of income,
changes in sharcholders' cquity and cash flows for the six-month period then ended, and a suramary off
significant accounting policies and other explanatory notes. Management is responsible for the preparation
and fair presentation of this interim financial information in accordance with IAS 34, “Interim Financial
Reporting”. Our responsibility is 10 express a conclusion on this interim financial information bascd on

our review,

Scope of review

We conducted aur review in accordance with International Standard on Review Engagements 24190,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity™. A review
of interim financiat information consists of making inquiries, primarily of persons responsible for
financial and accouming matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on Auditing
and consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an sudit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our atiention that causes us to believe that the accompanying
consoliduted interim financial information does not give a true and fair view of the financial position of
the Bank and its affiliates as at 30 June 2007, and of its financial performance and its cash flows {or the
six month period then ended in accordance with IAS 34.

IPNG Ak %@?& ELMM

Istanbul, W S MM\

8 August 2007

Abvs Bagpriisaz enatton | vo Satbmsl Muhasoloc kel SMozawki A S
o Tiwknh COXNALON 800 & tharbal firm ¢l the KPRAG nelwort ¢f Wiafnmipnt
e brms srhliod wilh LEMG Imomatonat, a Swasa coopimative



Tiirkiye Garanti Bankasi AS And Its Affiliates

Consolidated Balance Sheet
At 30 June 2007

(Currency: Thousands of New Turkish Lira (YTL})

Notes
Assets
Cash and balances with central banks 4
Financial assets at fair value through profit or loss 5
Loans and advances to banks 6
L.oans and advances 10 customers 7
Other assets 9
Security investments .21
Investments in equity participations H
Tangible assets, net 2
Goodwill, net 13
Deferred tax assel 19
Total assets
Liabilities
Depaosits from banks 14
Deposits from customers 15
Obligations under repurchase agreements 16
Loans and advances from banks 17
Bonds payable 8
Current tax liability 19
Deferred tax liability 9
Other liabilities and accrued expenses 20
Total liabilities
Shareholders' equity and minority interest
Share capital 2
Minority interest 21
Revaluation of available-for-sale assets 10.21
Hedging reserve 21
Translation reserve 21
l.egal reserves 21
Retained earnings 21

Total shareholders' equity and minority interest

Total liabilities, shareholders' equity and minority interest

Commitments and contingencies 23

The notes on pages 5 to 74 are an integral part of these consolidaled financial stalements.

30 June 2007

1.603.898
1214.364
3.757.292
36.040.377
4.949.509
15.634.948
44,763
1.080.367
33.170
104.189

XA

2.211.472
35435618
6.054.594
10.884.718
52.8908
182,962
3.107
3.372.577

58.197.946

3.046.371
19.736
129.352
(2.596)
9.640
173.003

2.889.425

6.264.931

64462877

31 December 2006

2.456.165
1.019.421
2.532.498
30.625.191
4,110.474
14.967.591]
19.495
1.079.249
34.051

70.095
56.914.230

1.573.730
32.294.557
5.295.542
9.649.770
55.155
128.022
1.108
2.975.942
51.973.826

3.046.371
7.845
122.562
3.148
14.405
113.053
1.633.020
4.940.404

56.914.230




Tiirkiye Garanti Bankasi AS And Its Affiliates

Consolidated Income Statement

For The Six-Month Period Ended 30 June 2007

{Currency: Thousands of New Turkish Lira (YTL})

Notes
Interest income:-
Interest on loans
Interest on securities
Interest on deposits at banks
Interest on lease business

Cthers

Interest expense:-

Interest on saving, commercial and public deposits

Inierest on borrowings and obligations under repurchase agreements
Interest on bank deposits

Others

Net interest income

Fee and commissken income
Fee and commission expense

Net fee and commission income 26
Income an sale of shares in consolidated affiliares 25
Premium income from insurance business

Trading income, net L]
Others

Other operating income
Total operating Income

Salaries and wages

Impairment losses 7RI 121320
Depreciation and amortization 12
Employee benefits

Trading loss, net 5

Claim loss from insurance business

Communication expenses

Rent expenses

Other operaling expenses 27
Total operating expenses

Income from operations
[.oss on manctary position, net

Income hefore tax
Taxation charge 19
Net income for the period

Net income for the period attributable to:
Equiry holders of the Bank
Minority interest

Weighted average number of shares with a fuce
value of YTL 1,000 each ]

Earnings per share
(full YTL amount per YTL'000 face value each)

The notes on pages 5 1o 74 arc integral pan of these cansolidated financial siatements.

Six-month ‘Three-month Six-maonth Three-manth
period ended period ended period ended peried ended
30 June 2007 30 June 2007 30 June 2006 30 June 2006
2.094.309 1.090.319 1.436.811 782.585
1.139.393 566.861 730.806 425846
276.741 138.521 150.356 86.472
83.441 43717 56.739 32.331
40.793 17.516 19.287 10,347

(1.460.206) {744.990) (1.029.836) (567.248)

{683.253) {348.258) {310.924) (197.678)
(68,592} (29.230) (39.419) {28.593}
{7.403) (4.442) {2.181) {796)
454) 126, 12.355) 794375
1.415.223 730.014 1.021.644 543.266
881.482 451,557 637.352 365314
(216.595) (116.955) (150.935) (82.046)
664,887 334.602 546,417 283.268
703.803 703.803 - -
159.276 90.211 124.950 76.594
- - 59.659 32.636
43.861 22,627 22.907 12.534
906.940 816.641 207.556 121.764
2.987.050 1.881.257 1.775.617 948.298
(302.990) (147.420) {248.255) (121.047)
(140.100) (54.806) {189.368) (106.754)
(86.799} (45.535) (82.820) (41.522)
(84.887) (46.232) (69.653) (37.186}
(72.695) (43.501) - -
{56.4%0) (28.170) (70.714) (62.519)
(53.538) (30.098) (47,260} (23.434)
(37.789) (18.844) {26.396) (14.053)
(367.752) (200.020) {350.932) (229.051)
(1.203.040) (624,626) (1.095.398) (635.566)
1.784.010 1.256.631 650.219 312.732
1.784.010 1.256.631 680.219 312,732
{244.473) (141.864) (131.893) (44.084)
1.539.537 1.114.767 548.326 268.648
1.535.234 1.110.795 548.495 268 265
4,303 3972 (169) 383
1.539.537 1.114.767 548,320 268.648
2,100 billien 2,100 billion 2,100 billivn 2,100 bitlien
731,1 52940 261.2 127,7
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Tiirkiye Garanti Bankasi AS And Its Affiliates

Consolidated Statement of Cash Flows
For The Six-Month Period Ended 30 June 2007

(Currency: Thousands of New Turkish Lira (YTL))

Cash flows from operating activities:-
Interest and commission received
Interest cxpense paid
Other operating activities. net
Cash payments 1o employees and suppliers

(Increase)/decrease in operating assels:-
L.oans and advances to banks
Balances with central banks
Financial assets at fair value through profit or loss
L.oans and advances to cuslomers
Consumer loans
Other assets

Increase/(decrease) in operating liabilities:-
Deposits from banks
Deposils from customers
Obligations under repurchase agreements
Other liabilitics

Net cash used in operating activities before income taxes paid

Income taxes paid

Net cash used in operating activities

Cash flows from investing activities:-
Net increase in security investments

Interest received
Decrease/(increase) in investments in equity participations, net

Dividends received
Dcerease/(increase) in tangible assets, net

Net cash from/(used in) investing activities
Cash flows from financing activities:-

Increase in loans and advances from banks, net
Dividends patd

Net cash from financing activities

Effect of exchange rate changes

Net decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

The notes on pages 5 to 74 are an integral pant of these consolidated financial statements.

Notes 30 June 2007 0 June 2406
3.054.216 1.604.476
(1.818.286) (1.393.038)

8317.471 246.130
(863.854) (697.889)
1.209.547 (240.321)

{1.918.343) (265.375%)

(665.705) (304.902)

(188.539) (64.377
(3.903.498) (7.100.454)
(1.497.325) (2.249.094)

(170.398) (343.400)

617.691 495 858
3.116.502 +.687.580

715.372 1.262.837

106.600 383.863

(2.578.096) (1.707.785)
(221.598) (157.774)
(2.799.694) (1.865.559)
(721.903) (1.978.576)
1.079. 184 1.067.037
(157) 32514
1,849 2.127
(37.412) 41.778
271.559 (835.120)
1.181.388 2.877.968
(219.319) (178.578)
962,069 2.699.390
(6.284) {75.772)
(1.572.350) (77.061)

2 4.204.216 4.026.024
2 2.631.866 3.948.963




Tiirkiye Garanti Bankasi1 AS and Its Affiliates

Notes to Consolidated Financial Statements

As of and for the Six-Month Period Ended 30 June 2007
(Currency: Thousands of New Turkish Lim (YTL))

(a)

(b)

Overview of the Bank

Tiirkiye Garanti Bankast AS (the Bank) is a bank domiciled in Turkey. The consolidated
financial statements of the Bank for the six-month period ended 30 June 2007 comprise the
Bank and its affiliates (the Affiliates) and their interest in associates.

Brief History

Foundation of the Bank was approved by the decree of Council of Ministers numbered
3/4010 dated 11 April 1946 and “Anticles of Association” was published in the official
gazette dated 25 April 1946, The Bank provides corporate, commercial and retail banking
services through a network of 449 domestic branches, five foreign branches, four
representative offices abroad and 65 offices. In addition 1o its branches, the Bank has 100%
ownership in two banks each of which is located in Amsterdam and Moscow. The Bank and
its affiliates in total have 14,680 employees. The Bank’s head office is located at Levent
Nispetiye Mahallesi Aytar Caddesi 2 Begiktas 34340 Istanbul.

Ownership

The Companies owned by Dogus Holding AS, called as Dogus Group, curreritly holds
25.87% of the issued capital, On 22 December 2005, Dogus Holding AS has completed the
sale of 53,550,000,000 shares representing 25.50% of the Bank’s issued share capital 10 “GE
Arastirma ve Miisavirlik Limited $ti.” of the General Electric (GE} Group as explained in
Note 21. Accordingly, GE acquired a joint control in the Bank’s management.

Subsequent to this sale in December 2005, a call was made to the Bank’'s minority
shareholders by GE according to the paragraph 17 of the Article 1V no8 “Principles on
Voting by Proxy at General Assembly and Gathering Proxy or Common Stock through Calls
for Quoted Companies” of the Turkish Capital Market Board, starting from 27 March 2006
to purchase the shares with a total face value of YTL. 1,564,500 at a price of YTL 3.9G per
share from the minority shareholders. The call period ended on 10 April 2006 and the
minority shareholders responded to this call by selling 6,249.49 shares with a face value of
YTL 1 each. Accordingly, the shares owned by GE Arastirma ve Miisavirlik Limited $ti.
increased to YTL 533,506 thousands.

In 2004 and 2005, Dogus Holding AS had two scparate agreements with a foreign portfolio
investor for issuing options to purchase a portion of the shares of the Bank owned by Dogus
Molding AS. In accordance with the related Security’s Lending Agreements, the investor
exercised the entire call option and took over the ownership rights including sale of
24,161,797,524 shares representing 11.50% of the Bank’s capital (per 1 New Kurus)
throughout the option period agreed.
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Tiirkiye Garanti Bankas) AS and Its Affiliates

Notes to Consolidated Financial Statements

As of and for the Six-Month Period Ended 30 June 2007
{Currency: Thousands of New Turkish Lira (YTL)}

Significant accounting policies

(a) Statement of compliance

The Bank and its Turkish affiliates maintain their books of accounts and pregare their
statutory financial statements in New Turkish Lira (YTL) in accordance with the Accounting
Practice Regulations as promulgated by the Banking Regulatory and Supervisory Agency
{BRSA); the Turkish Commercial Code; and the Turkish Tax Legislation (collectively,
Turkish GAAP); the Bank’s foreign affiliates maintain their books of accounts and prepare
their statutory financial statements in accordance with the generally accepted accounting
principles and the related legislation applicable in the countries they operate.

The accompanying consolidated financial statements are based on the statutory records with
adjustments and reclassifications for the purpose of fair presentation in accordance with
fnternational Financial Reporting Standards (“IFRS™). The accompanying consolidated
financial statements are authorized for issue by the directors on 8 August 2007,

(h) Basis of preparation

The accompanying consolidated financial statements are presented in thousands of YTL,
which is the Bank’s functional currency.

The financial statements are prepared on the historical cost basis as adjusted for the 2ffects of
inflation that lasted until 31 December 2005, except that the following assets and hiabilities
are stated at their fair value if reliable measures are available: derivative financial
instruments, instruments at fair value through profii or loss, available-for-sale financial
assels and tangible assets held for sale. Recognized assets and liabilities that are hedged are
stated at fair value in respect of the risk that is hedged.

The accounting policics set out below have been applied consistently by the Bank and its
affiliates to all periods presented in these consolidated financial statements.

{c) Use of estimates and judgements

The preparation of financial statements requires management to make judgements, estimates
and assumptions that affect the application of accounting policies and the reported amounts
of assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and in any
future periods affected.

In particular, information about significant arcas of estimation uncertainty and critical

judgements in applying accounting policies that have the most significant effect on the
amount recognised in the financial statements are described in Notes 7, 10, 17 and 22.




Tiirkiye Garanti Bankasi A§ and lts Affiliates

Notes to Consolidated Financial Statements
As of and for the Six-Month Period Ended 30 June 2007
(Currency: Thousands of New Turkish Lira (YTL))

(d)

Significant accounting policies (continued)

Basis of consolidation

The accompanying consolidated financial statements include the accounts of the parent
company, the Bank, its affiliates and associates on the basis set out in sections below. The
financial statements of the entities included in the consolidation have been prepared as of the
date of the consolidated financial statements.

Affiliates

Affiliates are entities controlled by the Bank. Control exists when the Bank has the power,
directly or indirectly, to govern the financial and operating policies of an entity so as to
obtain benefits from its activities. In assessing control, potential voting rights that presently
are exercisable or convertible are taken into account. The financial statements of affiliates
are included in the consolidated financial statements from the date that control commences
until the date that control ceases.

Associates

Associates are those entities in which the Bank and its affiliates have significant influence.
but not control, over the financial and operating policies. The consolidated financial
statements include the Bank and its affiliates’ share of the total recognized gains and losses
of associates on an equity accounting basis, from the date that significant influence
commences until the date that significant influence ceases. When the Bank and its affiliates
share of losses exceeds the carrying amount of the associate, the carrying amount is reduced
10 nil and recognition of further losses is discontinued except to the extent that the Bank and
its affiliates has incurred obligations in respect of the associate.

Special purpose entities

Special purpose entities are entities that are created 10 accomplish a narrow and well defined
objective such as the securitisation of particular assets, or the execution of a specific
borrowing or lending transaction. Special purpose entities are consolidated when the
substance of the relationship between the Bank and the special purpose entity indicates that
the special purpose entity is controlled by the Bank.

Transactions eliminated on consolidation

intercompany balances and transactions, and any unrealized gains and losses arising from
intercompany transactions, are eliminated in preparing the consolidated financial statements.
Unrealized gains arising from transactions with associates and jointly controlled entities are
eliminated to the extent of the Bank and its affiliates’ interest in the entity. Unrealized gains
arising from transactions with associates are eliminated against the investment in the
associate. Unrealized losses are eliminated in the same way as unrealized gains, but only to
the extent that there is no evidence of impairment.




Tiirkiye Garanti Bankas: AS and Its Affiliates

Notes to Consolidated Financial Statements
As of and for the Six-Month Period Ended 30 June 2007
(Currency: Thousands of New Turkish Lira (YTL))

(e)

Significant accounting policies (continued)
Foreign currency

Foreign currency transactions

Transactions are recorded in YTL, which represents its functional currency. Transactions in
foreign currencies are translated into the functional currency of the Bank at exchange rates
ruling at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies are converted into YTL at the exchange rates ruling at balance sheet date with the
resulting exchange differences recognized in the income statement as foreign exchange gain
or loss. Gains and losses arising from foreign currency transactions are reflected in the
income statement as realized during the period.

Financial statements of foreign operations

The foreign operations of the Bank and its affiliates are not considered an integral part of its
operations. Accordingly, the assets and liabilities of foreign operations, including goodwill
and fair value adjustments arising on consolidation, are translated to YTL et foreign
exchange rates ruling at the balance sheet date. The revenues and expenses of foreign
operations are translated to YTL using average exchange rates. Foreign exchange differences
arising on translation are recognized directly in a separate component of equity. When a
foreign operation is disposed of in part or in full, the relevant amount in the foreign currency
translation reserve is transferred to the income statement.

Hedge of net investment in a foreign operation see accounting policy (i).

Tangible assets and related depreciation

Owned assets

The costs of the tangible assets purchased before 31 December 2005 are restated for the
effects of inflation in YTL units current at 31 December 2005 pursuant to IAS 29, The
tangible assets purchased afier this date are recorded at their historical costs. Accordingly,
tangible assets are carried at costs, less accumulated depreciation and impairment losses
(refer to accounting policy (¥)).

Leased assets

Leases in terms of which the Bank and its affiliates assume substantially all the risks and
rewards of ownership are classified as financial leases. Tangible assets acquired by way of
financial lease are stated at amounts equal to the lower of their fair values and the present
value of the minimum lease payments at inception of the lease, less accumulated
depreciation (see below) and impairment losses (refer to accounting policy 1)). Lease
liabilities are reduced through repayments of principal, while the finance charge component
of the lease payment is charged directly to income statement.
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Tiirkiye Garanti Bankasi1 AS and Its Affiliates

Notes to Consolidated Financial Statements
As of and for the Six-Month Period Ended 30 June 2007

{Currency: Thousands of New Turkish Lira (YTL))

(8

Significant accounting policies (continued)

Subsequent Expenditure

Expenditures incurred to replace a component of a tangible asset that is accounted for
separately, and major inspection and overhaul costs, are¢ capitalized. Other subsequent
expenditures are capitatized only when it increases the future economic benefits embodied in
the item of tangible assets. All other expenditures are reflected as expense in the: income
slatement as incurred.

Depreciation

Tangible assets purchased before 2005 are depreciated over their estimated useful lives on a
straight-line basis from the date of their acquisition. Assets acquired after this date are
depreciated based on the declining balance method, one of the accelerated depreciation

methods.

The estimated useful lives are as follows:

Tangible assets Estimated useful Depreciation rates (%o) Depreciation rates (%)
lives (years) for the year 2005 and after for the years befare 2005

Buildings 50 4 2

Furniture, fixture and

equipments 4-20 10-50 5-25

Leasehold

improvements 5-10 10-20 3

Expenditures for major renewals and improvement of tangible assets are capitalized and
depreciated over the remaining useful lives of the related assets,

Goodwill

Goodwill represents the excess of the total acquisition costs over the share of the Bank and
its affiliates in the fair value of the net assets of the acquired companies at the dates of
acquisitions. When the excess is negative (negative goodwill), it is recognized immediately
in the income staterment. Goodwill is assessed annually by using external and internal
sources such as market value, information on any adverse effect on the acquired companies,
market interest rates or other market rates of return on investments, carrying value of net
assets, whether there is any indication that goodwill may be impaired. If any such indication
exists, the recoverable amount of the goodwill is estimated. If the recoverable amount is less
than its carrying amount, the carrying amount is reduced to its recoverable amount, and
impairment loss is recognized as an expense in the income statement.




Tiirkiye Garanti Bankasi AS and Its Affiliates

Notes to Censolidated Financial Statements

As of and for the Six-Month Period Ended 30 June 2007
{Currency: Thousands of New Turkish Lira (YTL))

(h)

Significant accounting policies (continued)

Financial instruments

Classification

Financial instruments at fair value through profit or loss are those that are principally held
for the purpose of short-term profit taking. These include investments, certain purchased
loans and derivative contracts that are not designated as effective hedging instruments, and
liabilities from short-term sales of financial instruments. All trading derivatives in a net
receivable position (positive fair value), as well as options purchased, arc reported as trading
assets. All trading derivatives in a net payable position (negative fair value), as well as
options written, are reported as trading liabilities.

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when the Bank and its affiliates
provide money, goods and services directly to a debtor with no intention of trading the
receivable. Loans and receivables comprise loans and advances to banks and customers.

Available-for-sale assets are financial assets that are not held for trading purposes, provided
by the Bank and its affiliates, or held to maturity. Available-for-sale instruments include
certain debt and equity investments.

Held-to-maturity assets are financial assets with fixed or determinable payments and fixed
maturity that the Bank and its affiliates have the intent and ability to hold to maturity. These
include certain loans and advances to banks and customers and certain debt investments,

Recognition

Financial assets at fair value through profit or loss and available-for-sale assets are initially
recognized on the transaction date at which the Bank and its affiliates become a party to the
contractual provisions of the instrument. From this date any gains and losses arising {rom
changes in fair value of the assets are recognized.

Held-to-maturity instruments, loans and receivables, deposits and subordinated liabilities are
recognized on the date they are originated.

Measurement

Financial instruments are measured initially at cost, including transaction costs.

Subsequent to initial recognition all trading instruments and available-for-sale assels are
measured at fair value, except that any instrument that does not have a quoted markel price
in an active market and whose fair value cannot be reliably measured is stated at amortized
cost.
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Tiirkiye Garanti Bankas) AS and Its Affiliates

Notes to Consolidated Financial Statements
As of and for the Six-Month Period Ended 30 June 2007
(Currency: Thousands of New Turkish Lira (YTL))

Significant accounting policies (continued)

All non-trading financial liabilities, loans and receivables and held-to-maturity assets arc
measured at amortized cost less impairment losses. Amortized cost is calculated on the
effective interest rate method. Premiums and discounts, including initial transaction costs,
are included in the carrying amount of the related instrument and amortized based on the
effective interest rate of the instrument,

Fair value measurement principles

The fair values of financial instruments are based on their quoted market prices at the
balance sheet date without any deduction for transaction costs. If a quoted market price is not
available, fair value of an instrument is estimated using the available market information and
the appropriate valuation methodologies. However, judgment is necessarily required to
interpret market data to develop the estimated fair value. Accordingly, the estimates made
are not necessarily indicative of the amounts that could be realized in current market
exchange.

The fair values of derivatives that are not exchange-traded are estimated at the amounts that
the Bank and its affiliates would receive or pay to terminate the contracts at the balance sheet
date taking into account current market conditions and the current creditworthiness of the
counterparties.

Gains and losses on subsequent measurement

Gains and losses arising from changes in the fair values of financial instruments at fair value
are recognized in the income statement. Whereas, gains and losses arising from changes in
the fair value of cash flow hedges and available-for-sale assets are deferred as a separate
component of equity.

Specific instruments

Cash and balances with Central Banks: Cash and balances with Central Banks comprise
cash balances on hand, cash deposited with Central Banks and other cash items. Money
market placements are classified in loans and advances to banks.

investments: Investments held for the purpose of short-term profit taking are classified as
irading instruments. Debt investments that the Bank and its affiliates have the intent and
ability to hold to maturity are classified as held-to-maturity assets.

Loans and advances to banks and customers: Loans and advances provided by the Bank and
its affiliates are classified as loans and receivables, and reported net of allowances to reflect
the estimated recoverable amounts.

Financial lease receivables: Leases where the entire risks and rewards incident to ownership
of an assel are substantially transferred to the lessee, are classified as financial leases. A
receivable al an amount equal to the present value of the lease payments, including any
guaranteed residual value, is recognized. The difference between the gross receivable and the
present value of the receivable is unearned finance income and is recognized over the term of
the lease using the effective interest rate method. Financial lease receivables are included in
loans and advances to customers.




Tiirkiye Garanti Bankas) AS and Its Affiliates

Notes to Consolidated Financial Statements
As of and for the Six-Month Period Ended 30 June 2007

(Currency: Thousands of New Turtkish Lira (YTL))

(i)

Significant accounting policies (continued)

Bonds payable. Bonds issued by the Bank and its affiliates are classified as non-trading
liabilities.

Derecognition

A financial asset is derecognised when the control over the contractual rights that comprise
that asset, is lost. This occurs when the rights are realized, expire or are surrendered. A
financial liability is derecognized when it is extinguished.

Available-for-sale assets and assets held for trading that are sold are derecognized and
corresponding receivables from the buyer for the payment are recognized as of the date the
Bank and its affiliates commit to sell the assets. The specific identification method is used 10
determine the gain or loss on derecognition.

Held-to-maturity instruments and loans and receivables are derecognized on the days that
they are transferred by the Bank and its affiliates.

Derivatives held for risk management purposes

Derivatives held for risk management purposes are measured at fair value in the balance
sheet. The treatment for the changes in their fair vatue depends on their classification into the

following categories:

Cash flow hedge

When a derivative is designated as a hedge of the variability in cash flows attributable to a
particular risk associated with a recognized asset or liability or a highly probable forecast
transaction that could affect the result of income statement, the effective portion of changes
in the fair value of the derivative are recognised directly in the shareholders’ equity. The
amount recognised in the shareholders’ equity is removed and included in the income
statement in the same period as the hedged cash flows affect the income statement under the
same line item as the hedged item. Any ineffective portion of changes in the fair value of the
derivative is recognized immediately in the income statement.

If the derivative expires or is sold, terminated, or exercised, or no longer meets the criteria
for cash flow hedge accounting, or the designation is revoked, then hedge accounting is
discontinued and the amount recognized in the sharcholders’ equity remains there until the
forecast transaction affects the income statement. If the forecast transaction is no longer
expected to occur, then hedge accounting is discontinued and the balance in the
shareholders’ equity is recognized immediately in the income statement.




Tirkiye Garanti Bankasi AS and Its Affiliates

Notes to Consolidated Financial Statements
As of and for the Six-Month Period Ended 30 June 2007
{Currency: Thousands of New Turkish Lira (YTL)}

)

(k)

Significant accounting policies (continued)

Net investment hedge

When a derivative or a non-derivative financial liability is designated as a hedge of a net
investment in a foreign operation, the effective portion of changes in the fair value of the
hedging instrument is recognized directly in the sharcholders’ equity, in the foreign currency
franslation reserve. Any ineffective portion of changes in the fair value of the derivative is
recognized immediately in the income statement. The amount recognized in the
shareholders’ equity is removed and included in the income statement on disposal of the
foreign operation.

Embedded derivatives

Derivatives may be embedded in another contractual arrangement (a “host contract™). The
Bank and its affiliates account for embedded derivatives separately from the host contract
when the host contract is not itself carried at fair value through profit or loss, and the
oharacteristics of the embedded derivatives are not clearly and closely related to the host
zontract. Separated embedded derivatives are accounted for depending on their
classification, and are presented in the balance sheet together with the host contract.

Securities borrowing and lending business

Investments lent under securities lending arrangements continue to be recognized in the
balance sheet and are measured in accordance with the accounting policy for the related
assets as appropriate. Cash collateral received in respect of securities lent is recognized as
liabilities to either banks or customers. [nvestments borrowed under securitics torrowing
agreements are not recognized. Cash collateral placements in respect of securities borrowed
are recognized under loans and advances to either banks or customers. [ncome and expenses
arising from the securities borrowing and lending business are recognized on an accrual basis
over the period of the transactions and are included in interest income or expense.

Repurchase and resale agreements over investmenis

The Bank and its affiliates enter into purchases of investments under agreements 10 resell
(reverse repo) substantially identical investments at a certain date in the future at a fixed
price. Investments purchased subject to commitments to resell them at future dates are not
recognized. The amounts paid are recognized in loans to either banks or customners. The
receivables are shown as collateralized by the underlying security. Investments sold under
repurchase agreements (repo) continue to be recognized in the balance sheet and are
measured in accordance with the accounting policy for the related assets as appropriate. The
proceeds from the sale of the investments are reported as “obligations under rzpurchase
agreements™, a liability account.

Income and expenses atising from the repurchase and resale agreements over investments
are recognized on an accrual basis over the period of the transactions and are included in

interest income oOr €xXpense.
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()

(my)

(n)

Significant accounting policies (continued)

Ttems held in trust

Assets, other than cash deposits, held by the Bank in fiduciary or agency capacities for its
customers and government entities are not included in the accompanying consolidated
balance sheets, since such items are not under the ownership of the Bank.

Financial guarantees

Financial guarantees are contracts that require the Bank and its affiliates to make specificd
payments to reimburse the holder for a loss it incurs because a specified debtor fails to make
payment when due in accordance with the terms of a debt instrument.

Financial guarantee liabilities are initially recognised at their fair value, and the initial fair
value is amortised over the life of the financial guarantee. The guarantee liability is
subsequently carried at the higher of this amortised amount and the present value of any
expected payment (when a payment under the guarantee has become probable).

Employee benefits

‘The Bank has a defined benefit pian for its employees as described below:

Pension and other post-retirement obligations

A defined benefit plan is a pension plan that defines an amount of pension benefit that an
employee and histher dependants will receive on retirement, usually dependent on one or
more factors such as age, years of service and compensation.

Tiirkiye Garanti Bankasi Anonim Sirketi Memur ve Miistahdemleri Emekli ve Yardim
Sandigi Vakfi (“the Fund”), is a separate legal entity and a foundation recognized by an
official decree, providing pension plan benefits to all qualified Bank employees. The Fund is
a defined benefit plan under which the Bank pays fixed contributions, and is obligad to pay
amounts other than the fixed contribution to the Fund through constructively paying
additional amounts or through contractua! benefits that are not solely linked to the fixed
contributions.

As per the temporary Article no.23 of the Turkish Banking Law no.5411 as approved by the
Turkish Parliament on 19 October 2005, pension funds which are in essence similar to
foundations are required to be transferred directly to the Social Security Foundation (SSF)
within a period of three years. As per this new Law, a commission established by the
representatives from various organizations will calculate the commitment for each fund
based on the actuarial calculations made taking into account the revenues and exoenses of
the funds. The commitment to be calculated will be paid maximum in 15 years in equal
instalments. Subsequently, the commission established under the coordination of the
Ministry of Labour and Social Seccurity completed working on the methodology and
parameters 1o be used for the calculation of such commitments and the related Decree was
approved by the Board of Ministries on 30 November 2006 and published in the Official
Gazette no. 26377 dated 15 December 2006.
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Significant accounting policies (continued)

However, on 2 November 2005 the President had applied to the Constitutional Court for
annulment of certain statements of the related Article of the Turkish Banking Law no.5411
(the Law) related with the transfer of funds to SSF. By the decision of the Constitutional
Court n0.E.2005/39, K.2007/33 dated 22 March 2007 as published in the Official Gazette
n0.26479 dated 31 March 2007, the related Article was annulled and its execution was
aborted as of the publication date of this decision. Following this decision, BRSA expressed
its opinion that the cancellation of the transfer of such funds to the SSF will not have any
impact on the measurement principles of the existing liabilities of the banks in the
subsequent periods. The detailed verdict of the Constitutional Court has not been issued as at
the date of this report. The Bank management, in line with BRSA’s opinion, does not expect
the verdict of the Constitutional Court to have any impact on the measurement principles of
the existing liabilities of the banks in the subsequent periods. The Bank management will
review its policy on this matter subsequent 1o the announcement of the detailed decision by
the Constitutional Court.

As per the actuarial calculation made on the technical financial statements of the Fund as of
31 December 2006 in compliance with the Decree published on 15 December 2006, there is
no technical or actual deficit that required to be provided against. Furthermore, the Bank
management believes that the Fund is capable of meeting its liabilities to be calculated by the
commission mentioned above during the transfer of the Fund without any burden to the
Bank.

Reserve for employee severance indemnity

Reserve for employee severance indemnity represents the present value of the sstimated
future probable obligation of the Bank and its affiliates arising (rom the retirement of the
employees and calculated in accordance with the Turkish Labor Law. It is computed and
reflected in the financial statements on an accrual basis as it is earned by serving employees.
The computation of the liabilities is based upen the retirement pay ceiling announced by the
Government. The ceiling amounts applicable for each year of employment are YTL 1,960.69
and YTL 1,857.44 at 30 June 2007 and 31 December 2006, respectively.

International Financial Reporting Standards require actuarial valuation methods 1o be
developed to estimate the entity’s obligation under defined benefit plans. The principal
actuarial assumptions used in the calculation of the total liability in the accompanying
consolidated financial statements at 30 June 2007 and 31 December 2006 are as follows:

30 June 31 December

2007 2006

Discount rate 57 5.7
Expected rate of salary/limit increase 5.0 5.0
Turnover rate to estimate the probability of retirement 33 5.3

The above rate for salary/limit increase was determined based on the government’s future
targets for annual inflation.
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Significant accounting policies (continued)

Taxes on income

Taxes on income for the period comprise current tax and deferred taxes. Current taxes on
income comprises tax payable calculated on the basis of expected taxable income for the
period using the tax rates enacted by the balance sheet date and; any adjustment in taxes
payable for previous years.

Deferred income tax is provided, using the balance sheet method, on all taxable tzmporary
differences arising between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. Permanent differences
relating to goodwill and initial recognition of assets and liabilities which affect neither
accounting nor taxable profit are not deductable for tax purposes. Deferred tax liability and
asset are recognized when it is probable that the future economic benefits resulting from the
reversal of temporary differences will flow to or from the Bank and its affiliates. Deferred
tax asset is recognized to the extent that it is probable that future taxable profit will be
available against which the deferred tax asset can be utilized. Currently, enacted tax rates are
used to determine deferred taxes on income.

An individual consolidated affiliate offsets deferred tax asset and deferred tax liability if the
deferred tax asset and deferred tax liability relate to income taxes levied by the same taxation
authority.

Deferred taxes related to fair value remeasurement of available-for-sale assets and cash flow
hedges, are charged or credited directly to equity and subsequently recognized in the income
statement together with the deferred gains or losses that are realized.

Offsetting

Financial assets and liabilities are offset and the net amount presented in the balance shect
when, and only when, there is a legally enforceable right to set off the amounts ard there is
an intention to settle on a net basis, or to realize the asset and settle the liability
simultaneously.

Income and expenses are presented on a net basis only when permitted by the accounting
standards, or for gains and losses from a group of similar transactions.

Earnings per share

Earnings per share disclosed in the accompanying consolidated income statement are
determined by dividing the net income by the weighted average number of shares
outstanding during the period attributable to the shareholders of the Bank. In Turkey,
comparies can increase their share capital by making a pro-rata distribution of shares
(“Bonus Shares™) to existing shareholders from retained earnings. For the purpose of
earnings per share computations, such Bonus Shares issued are regarded as issued shares.
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(r)

Significant accounting policies (continued)

Additionally, considering the fact that the increase in the number of shares issued by way of
bonus shares in fact does not require any cash injection by the shareholders; the number of
issued shares outstanding before such bonus share issuances is adjusted for the proportionate
change in the number of issued shares outstanding as if the event had occurred at the
beginning of the earliest period reported.

Impairment

Financial assets are reviewed al each balance sheet date to determine whether there is
objective evidence of impairment. if any such indication exists, the assel’s recoverable
amount is estimated.

Loans and receivables and held-to-maturity instruments

The recoverable amounts of loans and receivables and held-to-maturity instruments, are
calculated as the present values of the expected future cash flows discounted at the
instrument’s original effective interest rate. Short-term balances are not discounted.

loans and receivables are presented net of specific and portfolio basis allowznces for
uncollectibility. Specific allowances are made against the carrying amount of loans and
receivables that are identified as being impaired based on regular reviews of oulstanding
balances to reduce these loans and receivable to their recoverable amounts. In assessing the
recoverable amounts of the loans and receivables, the estimated future cash flows are
discounted to their present value. Portfolio basis allowances are maintained to reduce the
carrying amount of portfolios of similar loans and receivables to their estimated recoverable
amounts at the balance sheet date. The expected cash flows for portfolios of similar assets
are eslimated based on previous experience and considering the credit rating of the
underlying customers and late payments of interest or penalties. Increases in the allowance
account are recognized in the income statement. When a loan is known to be unccllectible,
all the necessary legal procedures have been completed, and the final loss has been
determined, the loan is written off directly. If in a subsequent period, the arnount of
impairment loss decreases and the decrease can be linked objectively to an event occurring
after the write down, the write-down or allowance is reversed through the income statement.

Financial assets remeasured to fair value

The recoverable amount of an equity instrument is its fair value, The recoverable amount of
debt instruments and purchased loans remeasured to fair value is calculated as the present
value of the expected future cash flows discounted at the current market rate of intersst.

Where an asset remeasured to fair value is impaired, the write-down is recognized in the
income statement.

If in a subsequent period, the amount of impairment loss decreases and the decrease can be
linked objectively to an event occurring afier the write-down, the write-down is reversed
through the income statement,
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Significant accounting policies (continued)
Income and expense recognition

Interest income and expense

Except for the interest income on overdue loans, interest income and expense is recognized
on an accrual basis by taking into account the effective yield of the asset or an applicable
floating rate. Interest income on overdue loans that are under legal follow up is recognized
on a cash basis. Interest income and expense includes the amortization of any discount or
premium or other differences between the initial carrying amount of an interest bearing
instrument and its amount at maturity calculated on an effective interest rate basis.

Fee and commission

Fee and commission income and expenses that are integral to the effective interest rate on a
financial asset or liability are included in the measurement of the effective interest rate.

Other fees and commission income, including account servicing fees, investment
management fees, sales commission, placement fees and syndication fees, are recognised as
the related services are performed. When a loan commitment is not expected to result in the
draw-down of a loan, loan commitment fees are recognised on a straight-line basis over the

commitment period.

Other fees and commission expense relates mainly to transaction and service fees, which are
expensed as the services are received,

Net rading income

Net trading income includes gains and losses arising from disposals of financial assets at fair
value through profit or loss and available-for-sale.

Dividend income

Dividend income is recognized in the income statement when received.

nsurance business

Earned premiums: In respect of non-life branches, under the annual basis of accounting,
written premiums comprise the premiums due on contracts, net of taxes and cancellations,
entered into during a financial year. These premiums are adjusted by the reserve for
unearned premiums, In respect of life branches, earned premiums represent premium accrued
on policies issued and adjusted by the reserve for unearned premiums during the period.

Unearned premium reserve: Reserve for unearned premiums is provided for in respect of in-
force policies for which the premium period does not end simultaneously with the
accounting period. Unearned premiums arise from premiums written during the period, less
reinsurance share.
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Significant accounting policies (continued)

Claims and provision for “outstanding” claims: Claims incurred include all claims
(including claim estimates) and claims settlement payments made in respect of the financial
period and the movement in provision for outstanding claims and settlement expenses.
Provisions for outstanding claims and settlement expenses include claims incurred but not
reported (IBNR), net of salvage and subrogation recoveries.

Life mathematical reserves: The life mathematical reserves have been calculated on the life
policies in force at period-end by using actuarial assumptions and formulas approved by the
Prime Ministry Undersecretariat of Treasury (“Treasury”).

Life profit share reserve: Life profit share is the portion of investment income allocated to
life policy holders from income generated due to premiums of life policies with a savings
clause. Such policies normally have at least 10 years of maturity and policy holders are
entitled to receive a profit share after 3 years from the date of policy issuance. Profit share is
calculated on an individual policy basis. Investment income presented within income from
insurance operations represenis income generated through utilisation of funds associated
with mathematical reserves in various investment tools whereas the provision for profit share
represents the amount allocated to policy holders out of investment income after certain
deductions.

Liability adequacy test: At each balance sheet date, liability adequacy tests are performed to
ensure the adequacy of the contract liabilities. Any deficiency is immediately charged to the
income statement. The Bank has no additional liability with respect to the life insurance
portfolio of its affiliate since in its revised tariffs, the affiliate changed the basis of its life
profit share calculation to guarantee an annual return of the lower of the guarantecd taie or

the annual inflation rate.

Non-current assets held for sale

Non-current assets (and disposal groups) classified as held for sale are measured at the lower
of carrying amount and fair value less costs to sell. Non-current assets and disposal groups
are classified as held for sale if their carrying amount will be recovered through « sale
transaction rather than through continuing use. This condition is regarded as met only when
the sale is highly probable and the asset (disposal group) is available for immediate sale in its
present condition. Management must be committed 1o the sale which should be expected to
qualify for recognition as a completed sale within one year from the date of classification.

Segment reporting

A segment is a distinguishable component of the Bank and its affiliates that is engaged either
in providing products or services (business segment), or in providing products or services
within a particular economic environment (geographical segment), which is subject 1o risks
and rewards that are different from those of other segments.

19




Tiirkiye Garanti Bankasi AS and Its AfTiliates

Notes to Consolidated Financial Statements
As of and for the Six-Month Period Ended 30 June 2007
(Currency: Thousands of New Turkish Lira (YTL))

[ndex for the notes to the consolidated financial statements:

Note description

g%

OO e ~3 O W B LS

W

:)

NoRN- TS - LY

Segment reporting
Cash and cash equivalents
Related party disclosures

Cash and balances with central banks

Financial assets at fair value through profit or loss

Loans and advances to banks

Loans and advances to customers
Financial lease receivables

Other assets

Security investments

Investments in equity participations
Tangible assets

Goodwill

Deposits from banks

Deposits from customers

Obligations under repurchase agreements
Loans and advances from banks
Bonds payable

Taxation

Other liabilities and accrued expenses
Shareholders’ equity

Fair value information

Commitments and contingencies
Financial risk management disclosures
Affiliates and associates

Net fee and commission income
Other expenses

Use of estimates and judgements

Sale of majority shareholding in a consolidated affiliate

Significant events

Subsequent events
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1 Segment reporting

Segment information is presented in respect of the Bank and its affiliates’ geographical and
business segments. The primary format, business segments, is based on the Bank and its
affiliates. Measurement of segment assets and liabilities and segment results is based on the
accounting policies set out in the accounting policy notes.

L1 Geographical segments

The Bank and its affiliates operate principally in Turkey, but also have operations in
Netherlands, Russia, Ireland, Turkish Republic of Northern Cyprus, Malta, Luxembourg,
Germany and Romania. Total geographic sector risk concentrations, both on and off balance
sheet, are presented in the table below:

30 June 2007
Toral Total Non-Cash Cupital

Loans Assels Liabilities Loans Expenditure

Turkey 34,053,578 57,119,905 42,359,942 5,630,333 101,241
Germany 38,246 1,697,441 3,517,668 64,562 -
England 1§9,089 1,151,355 2,574,879 244,336 -
Russia 424,401 971,669 48,458 106,510 35
Netherlands 512,376 807965 1,117,596 20,489 8.319
France 7,952 439,682 62,320 168,373 -
Romania 195,939 304,788 226,752 45,713 -
USA 29,460 272,124 4,889,339 206,6%0 -
Others 659,33 1,697,948 3.400992 _1.058.120 -
40,3 64,462,877 58,197,946 11,545,126 109,595

31 December 2006
Total Total Non-Cash Capital

Loans Assets Liabilities Loans  Expenditure

Turkey 29,237,572 52,062,163 37,693,554 8,458,958 165,751
Germany 33,379 989,234 2,131,261 68,609 -
Russia 449,618 898,077 64,593 31,058 615
Netherlands 279,436 464,682 979,207 259,873 7,736
USA 49,625 405,167 4,473,149 16,187 -
Romania 222998 319,181 228,182 46,682 -
France 12,144 301,995 32,019 27,514 -
England 88,461 171,282 2,533,048 65,719 -
Others 251,958 1,302,449 3.838.213_ 1,072.776 -
30,625,191 56,914,230 51,973,826 10,047,376 174,102

Total geographic sector risk concentrations on income statement is presented in the table below:

Six-month Three-month Six-month Three-month

period ended period ended period ended period ended

30 June 2007 36 June 2007 30 June 2006 30 June 2006

Turkey 1,467,049 1,095,417 503,245 256,280
Malta 39,134 6,794 5,752 (5,249)
Netherlands 23,938 11,268 24,289 8347
Others 9,416 1,288 15,040 9,270
1,539,537 1,114,767 548,326 268,648
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Tiirkiye Garanti Bankas1 AS and Its Affiliates

Notes to Consolidated Financial Statements
As of and for the Six-Month Period Ended 30 June 2007

(Currency: Thousands of New Turkish Lira (YTL)}

2 Cash and cash equivalents

Cash and cash equivalents include cash balances on hand, due from banks with ariginal
maturity periods of less than three months and other cash items. Cash and cash equivalents as
at 30 June 2007 and 2006, included in the accompanying consolidated statements of cash flows
are as follows:

30 June 30 June

2007 2006

Cash at branches 292,322 242,040
Loans and advances to banks with original maturity

periods of less than three months 2,339,544 3,706,923

2,631,866 3,248,965

3 Related party disclosures

For the purpose of this report, the shareholders jointly controlling the Bank namely Dogus
Holding AS and GE and all their subsidiaries, and their ultimate owners, directors and
executive officers are referred to as related parties. During the course of the business, the Bank
has made placements with and granted loans to related parties and also received deposits from
them at various terms. The Bank has the following balances outstanding from and transactions
with related parties:

3.1 Outstanding balances
30 June 31 December
2007 2006
Balance sheet
L.oans and advances to customers 167,435 82,620
Loans granted in YTL 125,822 49,929
Loans granted in foreign currencies: US$ 28,021,472 US$ 22,369,176
EUR 2,877,985 FUR 808,490
Miscellaneous receivables 217,798 223,823
Deposits received 654,648 645,328
Commitments and contingencies
Non-cash loans 118,676 51,302
3.2 Transactions
Six-month Three-month Six-month Three-month
period ended period ended period ended period ended
30 June 2007 30 June 2007 30 June 2006 30 June 2006
Interest income 3,268 1,267 3,076 1,521
[nterest expense 22,435 10,845 35,470 16,123

In 2007, interest rates applied to foreign currency receivables from and payables 1o related
parties vary within the ranges of 3.1%-9.2% and 2.0%-1 1.8% (31 December 2006: 4.0%-
10.4% and 1.5%-7.4%), respectively. The interest rates applied to YTL receivables from and
payables to related parties vary within the ranges of 4.3%-21.6% and 15.0%-19.3% (31
December: 2006: 7%-21% and 10%-22%). Various commission rates are applied to

transactions involving guarantees and commitments.
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3 Related party disclosures (continued)

No impairment losses have been recorded against balances outstanding during the period with
related parties and no specific allowance has been made for impairment losses on balances with
the related parties at the year-end. ’

Key management personnel compensation for the six-month period ended 30 June 2007
amounted YTL 41,642 thousands (30 June 2006: YTL 32,118 thousands} on a cansolidated
basis. Within this total, individual key management expenses of the Bank amounted YTL
27,472 thousands (30 June 2006: YTL 19,158 thousands), of its financial affiliates amounted
YTL 14,170 thousands (30 June 2006: YTL 12,960 thousands).

Dopus Holding AS, signed an agreement (“the Agreement”) with General Electric (GE) on 24
August 2005 for the sale of 53.550.000.000 shares representing 25.5% of the Bank’'s issued
share capital. According to the terms of the Agreement, certain affiliates, associates and real
estates were 10 be taken over by Dogus Holding AS at a total price of YTL 958 millions
calculated based on the consolidated financial statements as of 31 March 2005 of which 50%
was paid at the closing date and the remaining to be paid in two equal instalments at the first
and second anniversaries. Accordingly, the shares of Voyager Mediterranean Turizm End. ve
Tic. AS, Sititur Turizm Tagimacihk Org. A$, Lasag Lastik San. ve Tic. AS, Dogus Hava
Tasimacihigi AS and, Sahintur Sahinler Otelcilik Turizm Yatinm isletmeleri AS as its
consolidated affiliate and Dogus Turizm Saghik Yat. [slt. Tic. AS. having a total book value of
YTL 508,432 thousands were sold to Dogus Holding A$ at a total sale price of YTL 503,490
thousands in December 2005. Subsequent to the year end 2005, the assets that are categorized
as the second group representing certain equity participations, namely Garanti Turizm Yatinm
ve isletmeleri AS and Doc Finance SA with a total book value of YTL 31,556 thousands and
certain real estates either in use or held for sale having a total book value of YTL 242,261
thousands were altogether sold to Dogus Holding A§ on 17 April 2006. YTL 100.000
thousands of the total sale price amounting YTL 273,397 thousands was collected on the date
of sale and the remaining are to be collected in two equal instalments, each amounting YTL
86,698.5 thousands, on 22 December 2006 and 24 December 2007. In December 2006, the first
installments of the first and second group asset sales were fully collected by the Bank. As of 30
June 2007, the Bank’s net receivable from Dogus Holding A$ on these sales amounted YTL
213,192 thousands (31 December 2006: YTL 198,329 thousands), which is reflected in
“miscelianeous receivables” (Note 9), in the accompanying consolidated financial statements.

The Bank sold a real estate, a building in Maslak, acquired against its impaired assets to Dogus
Holding AS on 15 August 2006. US$ 20 millions of the sale price of US$ 32 millions was
collected on the date of sale. The remaining US$ 12 millions will be collected at 31 December
2008. Accordingly, a gain of YTL 2,634 thousands on this sale is recorded as of 31 December
2006.

The Bank’s two consolidated financial affiliates, having in total 76% ownership in Cappadocia
Investments Ltd. with a share capital of GBP 4,700,000 sold their shates in this company
before the end of November 2006 with a total book value of YTL 5,298 thousands to a related
party. Accordingly, a total loss of YTL 670 thousands is recognized as of 31 December 2006
on this sale.

On 1 December 2006, the Bank sold its 50.98% participation in Garanti Gayrimerkul Yaurim
Ortakhipi AS, a consolidated affiliate, to Dogus Holding A$ and GE Capital Corporation. In the
accompanying consolidated financial statements, the Bank incurred a gain of YTL 15,772
thousands on this sale as of 31 December 2006.
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4

Cash and balances with central banks

Cash at branches

Balances with central banks excluding reserve deposits

Financial assets at fair value through profit or loss

Debt and other instruments held at fair value:
Government bonds in YTL

Bonds issued by foreign institutions
Zurobonds

Bonds issued by corporations

Government bonds in foreign currency
Discounted government bonds in YTL
Government bonds at floating rates

Others

Equity and other non-fixed income instrumenis:
Forfeiting receivables
Listed shares

Total financial assets at fair value
through profit or loss

30 June 31 December

2007 2006

292,322 335,284

1,311,576 2,120,881

1,603,898 2,436,165

31 December

30 June 2007 2006
Face Carrying  Interestrate  Latest  Carrying
value value range %  maturity value
233,942 212,198 14-21 2012 39,709
145,900 150,319 9 2013 129789
05,280 109,812 5-12 2036 65.488
28,314 30,169 21 2011 50,513
27,805 28,980 6-7 2010 03.123
24,173 20,822 16-19 2009 46,357
7,424 3,019 21-23 2014 258
47.577 25,243
607,896 420,480
606,060 598,928
408 13
1,214,364 1,019,421

Income from debt and other instruments held at fair value is reflected in the consolidated
income statement as interest on securities. Gains and losses arising on derivative financial
instrumenits and changes in fair value of other trading instruments are reflected in net trading
income. Whereas, gains and losses arising from changes in the fair value of cash 1low hedges

are reflected as a separate component of equity.

Net income from trading of financial assets is detailed in the table below:

Six-month  Three-month

period ended  period ended

30 June 2007 30 June 2007

Fixed / floating securities 52,697 7,863
Foreign exchange transactions (3,507) (4,072)
Derivate transactions (121,885) (47,292)
Trading income/(loss), net (32,695) (43,501)
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Six-month
period ended
30 June 2006

50,375
(3.478)
12,802
59,699

Threc-month
period ended
30 June 2006

10,418
(5.409)
27.627
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5

Financial assets at fair value through profit or less (continued)

Government bonds and treasury bills include securities pledged under repurchase agreements
with customers amounting to YTL 165,618 thousands (31 December 2006: YTL 133,500

thousands).

As at 30 June 2007, financial assets at fair value through profit or loss amounting of YTL
1,750 thousands are blocked against asset management operation and insurance business
related transactions (31 December 2006: YTL 8,017 thousands).

Loans and advances to banks

30 June 2007 31 December 2006
Foreign Foreign
YTL  Currency Total YIL  Currency Total
Loans and advances-demand
Domestic banks 2,317 783 3,100 4,972 1,856 6,828
Foreign banks 40,558 143,764 184,322 19.391] 130,339 149,730
42,875 144,547 187422 24.363 132,195 136,558
loans and advances-iime
Domestic banks 505,375 866,144 1,371,519 131,825 818,544 950,369
Foreign banks 690.520 1,472,960 2,163,480 96,910 1,320,241 1.417,151

1,195,895 2,339,104 3,534,999 228,735 2,138.785 2,367,520

Accrued interest on loans
and advances 20.464 14,407 34,871 3,252 5,168

8,420

Total loans and advances to banks 1,259,234 2,498,058 3,757,292 256,350 2,276,148 2,532,498

Less: allowance for uncollectibility - - -

Net loans and advances to banks 1,259,234 2,498,058 3,757,292 256,350 2,276,148 2,532,498

As at 30 June 2007, loans and advances-time are almost all short-term, maturing within one
year, with interest rates ranging between 1%-13% per annum for foreign currency time
placements and 15%-28% per annum for YTL time placements (31 December 2006: 3%-9%
and 16%-22%, respectively).

As at 30 June 2007, loans and advances-demand at foreign banks include blocked accounts of
YTL 12483814 thousands (3! December 2006: YTL 255,541 thousands) held against
“Diversified Payment Rights” securitizations, fundings, legal legislations for the branches
operating in foreign countries, and insurance business.
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7

Loans and advances to customers

Outstanding loans and advances to customers are divided between economic sectors and loan

types as follows:

30 June 31 December

2007 2006

Consumer loans 11,681,092 10.183,767
Service seclor 2,487,696 2.394,690
Financial institutions 2,283,233 1.604,898
Construction 1,532,313 1,102,000
Textile 1,514,302 1,285,261
Energy 1,496,484 1.456,498
Transportation vehicles and sub-industry 1,394,812 1,123,609
Food 1,392,348 1,459,621
Data processing 1,327,821 758,775
Metal and metal products 1,293,064 1,058,125
Transportation and logistics 1,236,740 1,240,510
Tourism 623,133 747,431
Durable consumption 887,059 496,298
Agriculture and stockbreeding 485,244 485,835
Chemistry and chemical product 478,456 399,382
Machinery and equipments 468,752 379,768
Stone, rock and related products 368,416 231,364
Electronic, optical and medical equipment 342,576 359,050
Mining 272,512 216,172
Paper and paper products 259,469 225,405
Plastic products 236,951 166,803
Others 1,067,360 1,033,685
Total performing loans 33,429,833 28,408,947
Non-performing loans and lease receivables 788.277 657,722
Total gross loans 34,218,110 26,060,669
Financial lease receivables, net of uncarned income (Note 8) 1,541,778 1,269,727
Factoring receivables 400,107 402,600
Accrued interest income on loans and lease receivables 579,215 481,219
Allowance for possible losses from loans and lease receivables (698,833 (595.024)
Loans and advances to customers 36,040,37 30,625,191

As at 30 June 2007, interest rates on loans granted to customers range between 2%-14% (31
December 2006: 3%-14%) per annum for the foreign currency loans and 1454-27% (31

December 2006: 14%-31%) per annum for the YTL loans.

The factoring payables amounting YTL 178,561 thousands are netted with the same amount of

factoring receivables as of 31 December 2006.

The provision for possible losses is comprised of amounts for specifically identified as being
impaired and non-performing loans and advances and a further portfolio-basis amount
considered adequate to cover the residual inherent risk of loss present in the lending
relationships presently performing in accordance with agreements made with borrowers, The
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7 Loans and advances to customers (continued)

amount of the portfolio basis allowance is YTL 104,709 thousands (31 December 2006: YTL
85,178 thousands)}.

Movements in the allowance for possible losses on loans and lease receivables are as follows:

30 June 31 December

2007 2606

Balance at the beginning of the period 595,024 569,141

Write-offs (20,795) {109,429)

Recoveries and reversals (19,316) (85,988)

Provision for the period 143,920 221,300

Balance at the end of the period 698,833 595,024
Movement in the portfolio basis allowance are as follows:

30 June 31 December

2007 2006

Balance at the beginning of the period 85,178 76,573

Provision for the period, net 19,531 _B.605

Balance at the end of the period 104,709 85,178

Financial lease receivables

T'he financial leases typically run for a period of one to five years, with transfer of ownership
of the leased asset at the end of the lease term. Interest is charged over the period of the lease.

The receivables are secured by way of the underlying assets. Loans and advances to customers
include the following financial lease receivables:

30 June 31 December
2007 2006
Financial lease receivables, net of uneamned income (Note 7) 1,541,778 1,269,727
Add: non-performing lease receivables 13,304 13,488
Less: allowance for possible losses on lease receivables (13,537) _(8.89%)
1341045 1,274,320
Accrued interest on lease receivables 19,170 __12,548
Analysis of net financial lease receivables
Due within 1 year B35,915 700,208
Due between 1 and 5 years 946.390 _7178.478
Financial lease receivables, gross 1,782,305 1,478,686
{Jnearned income (240,760) (204,366}
Financial lease receivables, net 1,541,545 1,274,320
Analysis of net financial lease receivables, net
Due within 1 year 702,902 589,234
Due between | and 5 years 838,643 _ 685,086
Financial lease receivables, net 1,541,545 1274,320
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9 Other assets
30 June 31 December
2007 2006
Fleserve deposits at the Central Bank of Turkey 3,590,409 2,924,704
Insurance premium receivables 439,922 412,843
Miscellaneous receivables (Note 3) 375,568 356,575
Prepaid expenses, insurance claims and similar items 187,126 140,172
Clearing house 117,707 33,508
Tangible assets held for sale 108,431 115,196
Accrued exchange gain on derivatives 69,591 39,921
Prepaid taxes and taxes and funds to be refunded 17,596 16,000
Others 43.159 _ 51,555
4,949,509 4,110474

At 30 June 2007, reserve deposits at the Central Bank of Turkey are kept as minimum reserve
requirement. These funds are not available for the daily business of the Bank and its affiliates.
As required by the Turkish Banking Law, these reserve deposits are calculated on the basis of
customer deposits taken at the rates determined by the Central Bank of Turkey. In accordance
with the current legislation, the reserve deposit rates for YTL and foreign currency ceposits are
6% and 1%, respectively. These reserve deposit rates are applicable to both time and demand
deposits. Interest rates applied for reserve requirements are 13.1% (31 December 2006: 13.1%)
for YTL deposits and 2.0%-2.5% (31 December 2006: 1.7%-2.5%) for foreign currency
deposits.

YTL 100,963 thousands (31 December 2006: YTL 99,443 thousands) of the tangible assets
held for sale is comprised of foreclosed real estate acquired by the Bank against its impaired
receivables. Such assets are required to be disposed of within three years following their
acquisitions per the Turkish Banking Law. This three year period can be extended by a legal
permission from the regulators. In case of real estates held for sale, this requirement is valid
only if the legal limit on the size of the real estate portfolio that a bank can maintain is
exceeded. Currently, as the Bank is within this legal limit, it is not subject to the above
requirement,

The Bank sold a significant part of its tangible assets held for sale to Dogus Holding AS on 17
April 2006 as explained in detail in Note 3.

Impairment losses provided on real estates held for sale were determined based on the
appraisals of independent appraisal firms. As of 30 June 2007, real estates held for sale costing
YTL 106,729 thousands (31 December 2006: YTL 123,085 thousands) have been impaired by
YTL 7,565 thousands (31 December YTL 8,100 thousands).
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10

Security investments

31 December

30 June 2007 2006
Face  Carrying  Interestrate  Latest Currying
value value range % maturity value
Debt and other instruments available-for-sale:
Government bonds at floating rates 3,566,337 3,896,846 21-23 2014 3,797,372
Discounted government bonds in YTL 2,075,328 1,706,191 16-19 2009 1,725,401
Bonds issued by corporations (a) 1,652,144 1,705,868 6-11 2017 1,072,209
Eurobonds 1,531,549 1,698,853 5-12 2036 1.417.448
Government bonds in foreign cutrency 947,570  977.735 6-11 2010 1,587,007
Government bonds in YTL - 264,285 264,584 14-21 2012 54,067
Government bonds indexed to
consumer price index 094,155 103,955 10 2012 -
Bonds issued by financial institutions 95,307 97,103 7-12 2002 46,221
Bonds issued by forcign governments 30,136 45,691 6-13 2028 50,465
Others (5) 59,678 44,576
Total securities available-for-sale 10,556.804 9,794,966
Debt and other instruments held-to-maturity:
Government bonds at floating rates 2,699,650 2,838,369 (c) 2011 2,782.304
Eurobonds 759,733 824,720 8-12 2030 941,289
Government bonds in YTL 593,241 583,543 14-20 2011 567.896
Discounted government bonds in YTL 491,413 412,148 16 2007 412,148
Bonds issued by foreign governments 130,400 131,429 3 2008 140978
Bonds issued by corporations 3,822 3,898 8-9 2014 22.263
Other 25,554 __ 46,143
4,819,661 4,913.02!
Accrued interest on held-to-maturity portfolio 258,433 _ 359,604
Total securities held-to-maturity _5.078,144 5,172,625
Total security investments 15,634,948 14,967,591

(a)Bonds issued by corporations include credit linked notes with face value amouniing to YTL
1.467.000 thousands (31 December 2006; YTL 871,875 thousands) and carrying value amounting 1o
YTL 1.513.274 thousands (31 December: YTL 897,013 thousands) that are linked to the defoult risk
of the Turkish Government. All bonds issued by corporations are valued at amortized cosi since these
financial assets are not quoted in an active markel. The consolidated factoring affiliaie’s ~ financial
assets available-for-sale” portfolio also includes privaie secror bands with “credit linked notes” at a
total face value of USD 16,535,000 and EUR 1,000,000 (31 December 2006: -) and a iotal carrying

vaiue of USD YTL 23,472 thousands (31 December 2006: -).

(b) In 2006, the Bank recarded 424,159 shares of MasterCard Incorporated at a total nontinal value of
USS 42.42 acquired free of charge for its credit card marketing activities on MasterCard. As of 27
July 2006, the Bank sold 250,254 shares of MasterCard Incorporated at a total nominal value of
USS 25.03 amounting to USS 7,698 964.21. As of 30 June 2007 the Bank recorded 173,905 shares of
MasterCard incorporated ar a naminal value of USS 17.39 and one share of Visa Eurcpe Limited at
a nominal value of EUR 10 acquired free of charge for iis credit card marketing activities, in its

investment securities available-for-sale portfolio.

(c) The interest rates applied on these securities are Sfloating quarterly based on inieresi rates of

government bond bids of the government.
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Security investments (continued)

Mavements in the allowance for security investments are as follows:

30 June 31 December

2007 2006

Balance at the beginning of the period 55,472 34,731
Provision for the period, net 6,979 20,741
Balance at the end of the period 62,451 55,472

Interest income from debt and other fixed- or floating-income instruments is reflected in
interest on securities. Whereas, gains and losses arising from changes in the fair value of cash
flow hedges and available-for-sale assets are deferred as a separate component of equity.

Government bonds and treasury bills include securities pledged under repurchase agreements
with customers amounting to YTL 6,885,418 thousands (31 December 2006 YTL 6.066,007

thousands).

In 2006, the Bank reclassified certain security investments, previously classified in its
securities available-for-sale portfolio, amounting YTL 2,993,773 thousands with total face
value of YTL 2,936,112 thousands 1o its securities held-to-maturity portfolio. Such securities
are included in the securities held-to-maturity portfolio above at their fair valuzs of YTL
3,108,957 thousands as of their reclassification dates. The value increases of such securities
amounting YTL 23,083 thousands are recorded under the shareholders’ equity and amortized
through the income statement up to their maturities as earned.

The following table summarizes securities that were deposited as collaterals with respect to
various banking transactions:

30 June 2007 31 December 2006

Fuce  Carrying Face Carrying

Value value Yalue vatue

Deposited at [stanbul Stock Exchange 5,101,294 5,235,042 4,155,068 4,045,302
Collateralized to foreign banks 2244475 2,421,131 2,503,622 2,740,629
Deposited at CBT for interbank transactions 565,080 581,616 594,050 615,547
Deposited at CBT for repurchase transactions 79,654 70,113 83,553 78,535
Deposited at Clearing Bank (Takasbank) 65,876 60,109 42,223 41,627

Deposited at CBT for foreign currency money
market transactions 19,560 20,347 13,950 14,468
Others 40,671 45452
8,429,029 1,581,580
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11 Investments in equity participations
30 June 2007 31 December 2006
Carrying  Ownership  Carrying Ownership

Value % Value %
Invesiments in associated companies
(Garanti Sigorta A$ 24,913 20.00 - -
IMKB Takasbank AS 11,915 5.83 11,915 5.83
Others 7.935 7,580

44,763 19,495

As discussed in more detail in Note 29, 80% shares of a previously consolidated affiliate,
Garanti Sigorta AS, owned by the Bank are sold to Eurcko BV on 21 June 2006. Afier the sale,
the remaining 20% is reclassified to investments in equity participations and accounted under
equity method of accounting.

The Bank’s two consolidated financial affiliates, having together a total 76% owmership in
Cappadocia Investments Ltd. with a share capital of GBP 4,700,000, sold their shares in this
company before the end of November 2006 with a total book value of YTL 5,298 thousands to
a related party. Accordingly a total of YTL 670 thousands loss is recognized as of 31
December 2006 in the accompanying consolidated financial statemets on this sale.

As discussed in more detail in Note 3, in accordance with the Agreement signed between
Dogus Holding AS and GE on 24 August 2005 for the sale of 353,550,000,000 shares
representing 25.5% of the Bank’s issued share capital, certain equity participaticns that are
categorized in the second group of the agreement, namely Garanti Turizm Yatinm ve
isletmeleri AS and Doc Finance SA with a total book value of YTL 31,356 thousands were
also sold to Dogus Holding AS on 17 April 2006.

On | March 2006, the Bank participated in Geligen isletmeler Piyasalar1 A§ by 5% for YTL
500 thousands of which YTL 250 thousands was paid.

IMKB Takasbank AS and other equity participations do not have a quoted market price in an
active market and other methods of reasonably estimating their values would be inappropriate
and impracticable, accordingly they are stated at cost, restated for the effects of inflation in
YTL units current at 31 December 2005.

Impairment losses of YTL 1,024 thousands as of 30 June 2006 (30 June 2007: -) are provided
for the decreases in the value of certain investments in equity participations. Accordingly, the
cumulative provisions for such impairment losses amounted to YTL 3,931 thousands as of 30

June 2007 (31 December 2006 : YTL 3,931 thousands).
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Tangible assets

Maovement in tangible assets from 1 January to 30 June 2007 is as follows:

Adjustment

for Currency

! January Additions Translation  Disposals 30 June
Costs
L.and and buildings 1,061,922 12,190 (2,626} (15,4:5) 1,056,051
Furniture, fixture and equipments 1,105,376 73,540 (623)  (133,363) 1,044,930
L.easehold improvements 214,480 22,301 (338} (14.702) 221,741
2,381,778 108,031 (3,587) (163,500) 2,322,722
Less: Accumnlated depreciation
Buildings 210,477 11,321 (262) (1,702) 219,834
Furniture, fixture and equipments 843,754 62,893 (406) (126,874} 779,367
Leasehold improvements 137,258 12,585 (195) (10,627) 139,021
1,191,489 86,799 (863)  (139,203) 1,138,222
Construction in progress 7,335 1,558 (a) - 8,893
1,197,624 22,790 (2.724) 1,193,393
Impairment in value of tangible assets (118,375} (113,026}
1,079,249 1,080,367

Movement in tangible assets from | January to 31 December 2006 is as follows:

Adjustment
Sor Currency
| January Additions Transiation Disposals 31 December
Costs
Land and buildings 1,166,780 18,096 8,275  (131,229) 1,061,922
Furniture, fixture and equipments 1,097,093 82,927 2,171 (76,815) 1,105,376
Leasehold improvements 146,735 73,079 _1,602 _1{6,936) 214,480
2,410,608 174,102 12,048  (214,980) 2,381,778
Less: Accumulated depreciation
Buildings 195,105 22,025 418 (7,071) 210,477
Furniture, fixture and equipments 796,939 100,861 1,138 (55,184) 843,754
Leasehold improvements 94,559 45,638 517 (3,456} 137,258
1,086,603 168,524 2,073 (65,711) 1,191,489
Construction in progress 22,001 - {14.666) (&) 7.335
1,346,006 9975  (163.935) 1.197.624
Impairmeni in value of tangible assels (126,593} (118.375)
1219413 1,079,249

(a) Additions to and transfers from “consiruction in progress” are given as net.
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13

Tangible assets (continued)

A portion of the disposals during the six-month period of 2007 amounting to YTL 14,099
thousands represented the tangible assets of the consolidated affiliate that is recorded under
equity method of accounting in the accompanying consolidated financial statements as of 30
June 2007 following the sale of 80% ownership in this company by the Bank in June 2007 as
discussed in more detail in Note 29,

A significant portion of the disposals during the year 2006 amounting to YTL 108,087
thousands mainly represented the tangible assets of a consolidated affiliate that was sold in
December 2006.

Depreciation expense for the six-month period ended and the three-month period ended 30
June 2007 amounts to YTL 86,799 thousands and YTL 45,535 thousands respectively (the six-
month period ended 30 June 2006: YTL 82,820 thousands and the three-month period ended
30 June 2006: YTL 41,522 thousands).

Assessment of the independent appraiser firms have been taken into consideration in the
determination of the impairment losses provided for land and buildings. As of 30 June 2007,
land and buildings at a total net book value before impairment of YTL 408,541 thousands (31
December 2006: YTL 427,838 thousands) have been impaired by YTL 113,026 thousands (31
December 2006: YTL 118,375 thousands).

Goodwill

As of 30 June 2007, goodwill arises from the direct acquisitions of 100.00% ownership in
Garanti Yaunm Menkul Kiymetler AS, 98.94% ownership in Garanti Finansal Kiralama AS,
£4.91% ownership in Garanti Emeklilik ve Hayat AS, 81.84% ownership in Garanti Faktoring
Hizmetleri AS and 20.00% ownership in Garanti Sigorta AS consisting of the excesses of the
total acquisition costs over net assets of these consolidated entities at the dates of their

acquisition as follows:

30 June 31 December

2007 2006

Garanti Yaurnim Menkul Kiymetler AS 20,984 20,984
Garanti Finans Faktoring Hizmetleri A$ 6,697 6,697
Garanti Finansal Kiralama AS 5,233 5,233
Garanti Sigorta AS 222 1,099
Garanti Emeklilik ve Hayat A$ 34 38
33,170 34,051

Impairment of goodwill - -
33,170 34,051

Impairment losses are provided for decrease in the net asset value of the consolidated entities
by assessing their internal and external resources.
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Deposits from banks

Deposits from banks comprise the following:

30 June 31 December

2007 2006

Payable on demand 403,958 310,970
Term deposits 1,775,518 1,250,815
2,179,476 1,561,785

Accrued interest on deposits from banks 31.996 __11.943
2211472 1,573,730

Deposits from banks include both YTL accounts amounting YTL 1,189,126 thousands (31
December 2006: YTL 705,482 thousands) and foreign currency accounts amounting YTL
990,350 thousands (31 December 2006: YTL 856,303 thousands) in total. As at 30 June 2007,
interest rates applicable to YTL bank deposits and foreign currency bank deposits vary within
ranges of 17%-19% and 2%-7% (31 December 2006: 14%-23% and 29%-7%), respectively,

Deposits from customers

Deposits from customers comprise the following:
3! December

30 June 2007 2006

Demand Time Total Total

Foreign currency 5,351,618 14,537,601 19,889,219 18,567,949
Saving 1,000,389 9,718,548 10,718,937 9,062,046
Commercial 1,426,354 2,829,135 4,255,489 4,034,746
Public and other 247,660 131,528 379,188 461,590

8,026,021 27,216,812 35,242,833 32,126,331

Accrued interest expense
on deposits from customers 13,683 179,102 192,785 168,226

8,039,704 27395914 35435618 32,204,357

As at 30 June 2007, interest rates applicable to YTL deposits and foreign currency deposits
vary within ranges of 11%-20% and 1%-9% (31 December 2006: 11%-22% and 1%-11%),

respectively.

As at 30 June 2007, subordinated deposits obtained by the consolidated banking affiliate in
Netherlands amounting YTL 84,670 thousands (31 December 2006: YTL 88,217 thousands)
are included in foreign currency time deposits.

Obligations under repurchase agreements

The Bank and its affiliates raise funds by selling financial instruments under agreements to
repay the funds by repurchasing the instruments at future dates at the same price plus interest at
a predetermined rate. Repurchase agreements are commonly used as a tool for short-term
financing of interest-bearing assets, depending on the prevailing interest rates,
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Obligations under repurchase agreements (continued)

Assets sold under repurchase agreements comprise the following:

Fair value Carrying
7} amount of Range of
Carrying underlying corresponding repurchase  Repurchase
value assets lighilities dates price
30 June 2007
Financial assets at fair value
through profit or loss 165,618 165,618 151,139  Sep’(7-Dec’08 155,439

Security investments 6,885,418

7,051,036

31 December 2006
Financial assets at fair value

through profit or loss 133,500
Security investments 6,066,007

6,199,507

6,846,823 5.903.455

1,012,441 6,054,594

133,500

6,065,690 5,174,727

Jul’07-Feb’ Il 5,950,206

6,105,645

120,815 Jan'07-Dec’08 127.240

6,199,190  3.295,542

Jan’07-Feb’ Il 5,232,163

5,359,403

Accrued interest on obligations under repurchase agreements amounting to YTL 119,216
thousands (31 December 2006: YTL 75,536 thousands) is included in the carrying amount of

corresponding liabilities.

In general the carrying values of such assets are more than the corresponding liabilities due to
the margins set between parties, since such funding is raised against assets collateralized,

The proceeds from the sale of securities under repurchase agreements are treated as liabilities
and recorded as obligations under repurchase agreements. As at 30 June 2007, the maturities of
the obligations varied from one day to four years and interest rates varied between 4%-19% (31

December 2006: 3%-19%3).

Loans and advances from banks

Loans and advances from banks comprise the following:

Short-term borrowings
Domestic banks
Foreign banks

Long-term debts
Short-term portion

Medium and long-term portion

Accrued interest on loans and advances from banks

30 June
2007

589,953
1,847,978
2,437,931

1,475,470
6,812,410
8,287,880

158.907

10,884,718

31 December
2006

583,132
2,402,850
2,985,982

838,385
53,720,036
6,558,441

105,347

9,649,770

As at 30 June 2007, loans and advances from banks included various promissory notes
amounting to YTL 1,139,327 thousands in total with latest maturity of 2008 (31 December
2006: YTL 871,597 thousands with latest maturity of 2008), of which YTL 413,985 thousands
(31 December 2006:YTL 265,190 thousands) are classified under long-term debts.
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Loans and advances from banks (continued)

As at 30 June 2007, short-term borrowings included one-year syndicated facility to finance pre-
export contracts of the Bank’s corporate customers with a total amount of EUR 600 millions
(equivalent of YTL 1,057,620 thousands) with a rate of Euribor+0.475% per annum as signed
with 43 banks.

Long-term debts comprise the following:

31 December
30 June 2007 2006

Amount in Medium and Medium and

Interest  Latest original Short term  long term long term

rate% Maturity currency portion portipn debts

Sydicated club-term

loan facility 58 2008 US$ 700 mio - 909,874 976,500
PDPR Securitisation-IV 5.8-6.4 2013 USE 600 mio - 780,211 834,622
DPR Securitisation-V 5.5-6.3 2013 USS 525 mio 13,531 669,600 730,784
Subordinated debt 6.95 2017 USS 500 mio - 649,773 -
IDPR Securitisation-VI 39 2011 EUR 300 mio - 528,055 550,463
DPR Securitisation-V1i 6.3 2016 US$ 400 mio - 521,115 557,487
DPR Securitisation-V11 5.6 2017 USS 350 mio - 455,940 -
DPR Securitisation-111 5.6 2013 USS$ 300 mio - 390,128 417,336
DPR Securitisation-VI 6.2 2013 US$ 300 mio 58,548 331,891 417,674
DPR Securitisation-V1 5.5 2016 US$ 225 mio - 292,745 313,182
DPR Securitisation-V11 6.2 2014 USS$ 100 mio - 130,269 139,358
DPR Securitisation-V1I1 5.6 2017 USS 100 mio - 130,269 -
DPR Securitisation-VIIiI 5.6 2017 US$ 100 mio - 130,269 -
DPR Securitisation-VIII 6.2 2615 US$ 50 mio - 63,134 -
Syndication debt 5.8 2008 USS 250 mio 326,305 - 116,281
Others 1077086 _827,137 666,369

1475470 6812410 3

On 28 June 2007, the Bank obtained a securitization (the “DPR Securitization-VII™)
transaction by issuance of certificates: three tranches of USS 550 millions with 10 years
maturity and a tranche of US$ 50 millions with 8 years maturity.

On 5 February 2007, the Bank obtained a 10-year subordinated fixed-rate notes of US$500
millions due February 2017 with a repayment option for the Bank at the end of the fifth year.
The fixed rate notes with Political Risk Insurance provided by Steadfast (a subsidiary of Zurich
American Insurance Company) received a rating of Baal by Moody’s Investors Service and
priced at par 1o yield 6.95% to investors (20.7 bps over comparable US Treasuries).

In December 2006, the Bank completed a securitization (the “DPR Securitization-VII™)
transaction by issuance of certificates: US$ 400 millions tranche with a maturity of 10 years
and US$ 100 millions tranche with a maturity of 8 years. Both of the series were issued on an
unwrapped basis.

in November 2006, the Bank signed a two year syndicated club term-loan facility amounting to
USS$ 700 millions as signed with 34 banks including 23 mandated lead arrangers.
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l.oans and advances from banks (continued)

In May 2006, the Bank completed a securitization (the “DPR Securitization-VI”) transaction
by issuance of certificates: Euro 300 millions with a guarentee issued by MBIA Insurance
Corp. with matutity of 5 years, US$ 300 millions with no financial guarantec and a maturity of
7 years and US$ 225 millions with a guarantee issued by Ambac Assurance Corp. with
maturity of 10 years.

One of the banking affiliates of the Bank obtained a two-year syndication loan amounting US$
250 millions in March 2006 as signed with 25 banks.

In November 2005, the Bank completed a securitization (the “DPR Securitization-V™)
transaction by issuance of certificate: US$ 150 millions with a guarantee issued by CIFG Inc.
with a maturity of 7 years, USS$ 250 millions with a guarantee issued by XL Capital Assurance
with a maturity of 8 years and US$ 125 millions with no financial guarantee and a maturity of
8§ vears.

In September 2005, the Bank completed a securitization (the “DPR Securitization-1V™)
fransaction by issuance of certificate: US$ 150 millions with a guarantee issued by Financial
Guaranty Insurance Corp. with a final maturity of 7 years, US$ 150 millions with a guarantee
issued by Financial Security Assurance with a final maturity of 8 years, US$ 165 millions with
a financial guarantee issued by Assured Guaranty Corp. with a final maturity of 8 years, US$
110 millions with a financial guarantce issued by Radian Asset Assurance Inc. with a final
maturity of 7 years, US$ 25 millions with no financial guarantee and a final maturity of 7

years.

In May 2005, the Bank completed a securitization (the “DPR Securitisation-111") transaction by
issuance of certificate: US$ 300 millions with a guarantee issued by MBIA Insurance Corp., a
final maturity of 8 years.

The DPR securitizes the Bank’s payment orders created via SWIFT MT 103 or similar
payment orders in terms of US Dollar, Euro and GBP accepted as derived primarily {rom the
Bank’s trade finance and other corporate businesses and paid through foreign depository banks.

Bonds payable

Bonds payable comprise of the following:

31 December

30 June 2007 2006
Amount in
original
CHrrency Interest Carrying Carrying
in miflions  Maturity rates % value value
Subordinated debt EUR 30 2016 Euribor+1.57 52,881 55,131
Accrued interest on bonds payable 17 24
52,898 55,155

On 29 September 2006, one of the Bank’s affiliates issued its first FRN for EUR 30 millions,
Euro-denominated lower tier-2 capital, priced at 99.30, arranged by Deutsche Bank and traded
on the alternative market in Frankfurt.
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Taxation

In Turkey, corporate income tax is levied at the rate of 20% on the statutory corporate income
tax base, which is determined by modifying accounting income for certain exclusions and
allowances for tax purposes for the years 2007 and 2006. This rate was 30% for the year 2005.
in accordance with Article No. 32 of the new Corporate Tax Law No. 5520 published in the
Official Gazette No. 26205 dated 21 June 2006, corporate tax rate is reduced from 30% to
20%. Accordingly, effective from | January 2006, stalutory income is subject 10 corporate 1ax
at 20%.

Dividends paid to the resident institutions and the institutions working through local offices or
representatives are not subject 1o withholding tax. As per the decision n0.2006/10731 of the
Council of Ministers published in the Official Gazette n0.26237 dated 23 July 2006, certain
duty rates included in the articles no.15 and 30 of the new Corporate Tax Law no.5520 are
revised. Accordingly, the withholding tax rate on the dividend payments other than the ones
paid to the nonresident institutions generating income in Turkey through their operations or
permanent representatives and the resident institutions, increased to 15% from 10%. In
applying the withholding tax rates on dividend payments to the nonresident institutions and the
individuals, the withholding tax rates covered in the related Double Tax Treaty Agreements are
taken into account. Appropriation of the retained earings to capital is not considerzd as profit
distribution and therefore is not subject to withholding tax.

Under the Turkish taxation system, tax losses can be carried forward to offset against future
taxable income for up to five years. Tax losses cannot be carried back to offset profits from
prior years. There is no procedure for a final and definite agreement on tax assessments.
Companies file their tax returns within four months following the end of the accounting year o
which they relate. Tax returns and accounting records are open for five years from the
beginning of the year that follows the date of filing during which time the 1ax authoritics have
the right to audit the tax returns, and the related accounting records on which thev are based,
and may issue re-assessments based on their findings.

In Netherlands, corporate income tax is levied at the rate of 25.5% (31 December 2006: 29.6%)
on the worldwide income of resident companies, which is determined by modifying accounting
income for certain cxclusions and allowances for tax purposes for the year 2006. A unilateral
decree for the avoidance of double taxation provides relief for resident companies from Dutch
tax on income, such as foreign business profits derived through a permanent establishment
abroad. if no tax treaty applies. There is an additional dividend tax of 5% computed only on the
amounts of dividend distribution at the time of such payments. Under the Dutch taxation
system, tax losses can be carried forward lo offset apainst future taxable income for an
unlimited number of years. Tax losses can be carried back to three prior years. Companies
must file their tax returns within six months following the end of the tax year to which they
relate, unless the company applies for an extension (normally an additional nine months). Tax
returns are open for five years from the date of final assesment of the tax return during which
time the tax authorities have the right to audit tax returns, and the related accounting records on
which they are based, and may issue re-assessmenis based on their findings. The corporate
income tax has been calculated using the nominal tax rate of 25.5% over the Dutch taxable
income, 40% over the local taxable income of Germany branch and 16% over the iocal taxable
income of Romania branch.
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Taxation (continued)

The applicable tax rate for current and deferred tax for the Bank’s consolidated affiliate in
Russia is 24%. The taxation system in the Russian Federation is relatively nsw and is
characterised by frequent changes in legislation, official pronouncements and court decisions,
which are ofien unclear, contradictory and subject to varying interpretation by different tax
authorities. Taxes are subject lo review and investigation by a number of authorities, which
have the authority to impose severe fines, penalties and interest charges. A tax year remains
open for review by the tax authorities during the three subsequent calendar years; however,
under certain circumstances a tax year may rernain open for a longer period.

in Turkey, the tax legislation does not permit a parent company and its affiliates to file a
consolidated tax return. Therefore, the taxation charge, as reflected in the accompanying
consolidated financial statements, represents the total amount of the taxation charge of each
affiliate.

The total provision for taxes on income is different than the amount computed by applying the
Turkish statutory tax rate to income before provision for taxes as shown in the following
reconciliation:

30 June 30 June
Taxes on income per statutory tax rate 356,802 20.00 136,044 20.00
Income items exempt from tax {125,107) (7.01) (3,501) (0.51)
Disallowable expenses 5,420 0.30 13,838 2.03
Reversal of valuation allowance - - (62,335) (9.16)
I:ffect of change in legal tax rate - - 44,755 6.58
Others 7,358 0.41 3,092 0.45

244473 1370 13L893 259

Taxation charge

The taxation charge is comprised of the following:

For the six-month period ended

30 June 2007 30 June 2006

(Current taxes 276,558 79,369

Deferred taxes (32,085) 52,524

Taxation charge 244473 131,893
The current taxes payable on income are comprised of the following:

30 June 31 December

2087 2006

Provision for current taxes payable on income - 244,473 283,945

Less: Prepaid corporate taxes (93,596) (161,772)

Add/(less): Delerred taxes 32,085 5,849

Current tax liability 182,962 128,022

In accordance with the related regulation for prepaid taxes on income, such advance payments
during the year are being deducted from the final tax liability for the year. Accordingly. the
taxation charge on income is not equal to the final tax liability appearing on the balance sheet.
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19 Taxation (continued)

Income tax liability recognised directly in equity is as follows:

30 June 31 December

2007 2006

Revaluation of available-for-sale assets 9,716 10,494
Hedging reserve 543 87
10,259 11,281

Deferred tax asset and liabilities are attributable to the items detailed in the table below:

30 June 31 December
2007 2006
Deferred tax asset
Impairment losses on loans 38,481 27472
Impairment of investments in associated companies
and tangible assets 27,919 28,344
Short-term employee benefits 22,310 19,080
Valuation difference on financial assets and liabilities 20,308 (9.447)
Reserve for employee severance indemnity 8,596 7.213
Accruals on credit card rewards 8372 9,210
Discount on miscellaneous receivables 2,044 3,363
Pro-rata basis depreciation expenses (10,327) (10,922)
Others, net (13,514) (4.218)
Total deferred tax asset 104,189 70,095
Deferred rax liability
Total deferred tax liability 3,107 1108

As of 30 June 2007, there are not any deferred tax assets and liabilities that have not been
recognized in the accompanying consolidated financial statements.

Movements in deferred tax assets and liabilities are detailed in the table below:

Recognized in
Opening income Recognized  Closing
Balance statemer! in eguity  bulunce
30 June 2007
Impairment losses on loans 27,472 11,009 - 38,481
Impairment of investmenits in associated
companies and tangible assets 28,344 (425) - 27,919
Short-term employee benefits 19,080 3,230 - 22,310
Accruals on credit card rewards 9,210 (838) - 8,372
Reserve for employee severance indemnity 7,213 1,383 - 8,596
Discount on miscellaneous receivables 3,363 (1,319) - 2,044
Valuation difference on financial assets and liabilities (9,447) 29,745 10 20,308
Pro-rata basis depreciation expenses (10,922) 395 - (10,327}
Other (5.326) {11,295} - (16,621)
Net deferred tax asset 68,987 32,085 0 101,082
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Taxation (continued)

Recognized in
Opening income Recognized  Closing
Balance statement in equiry  balance
31 December 2006
Impairment losses on loans 27,040 432 - 27472
Impairment of investments in associated companies
and tangible assets 33,361 {5,017) - 28,344
Short-term employee benefits 10,361 8,719 - 19,080
Accruals on credit card rewards 11,086 (1,876) - 9,210
Reserve for employee severance indemnity 8,545 (1,332} - 7,213
Discount on miscellaneous receivables 6,458 (3,095) - 3,363
valuation difference on financial assets and liabilities (1,632) 10,197 {18,212 (9,447)
Pro-rata basis depreciation expenses {12,697} 1,775 - (10,922)
Other (1,372) (3.954) - (5,326)
Net deferred tax asset 81,150 5,849 (18.212) 68,987

Tax-related coniingent assel

The monetary losses amounting YTL 712,872 thousands incurred by the Bank in the 2001
financial year as a result of the inflation accounting applied in compliance with the Temporary
article no.4 added to the Banks Law no.4389 through the Law no.4743, were net off with
extraordinary reserves, legal reserves and capital reserves from inflation adjustments to equity
items. As per the Temporary article no. 4/13 of the same Law and the statements of the
reiterated article 14/1a of the Corporate Tax Law no.5422, these losses have not been taking
into account in the tax returns of the vear 2001 and subsequent years, whereas such losses
should have been deducted from the taxable income. Accordingly, the tax returns were
submitted with a condition stating that such losses should have been deducted and the Bank
may appeal to the tax court for the tax return. Following the rejection of this condition by the
tax office, the Bank appealed to the tax court for the corporate tax return of the year 2004 and
the temporary tax periods of the year 2005 and the tax court decided in favour of the Bank.
Howevet, as of the reporting date, the judgement process continues.
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20 Other liabilities and accrued expenses

The principal components of other liabilities and accrued expenses are as follows:

30 June
2007
Blocked accounts against expenditures of card holders 1,541,486
Accrued exchange losses on derivatives 501,583
Payables to insurance and reinsurance companies
relating to insurance business 439,097
Expense accruals 176,364
Transfer orders 139,174
Insurance business related provisions 102,632
Withholding taxes 38,899
Payables to suppliers relating to financial lease activities 79,508
Blocked accounts 68,326
Miscellaneous payables 44,810
Reserve for employee severance indemnity 41,983
General provision for non-cash loans 27,205
Unearned income 26,134
Others 95,376
3,372,577

31 December

20006
1,212,143
259,545

344,532
159,496
371,160
206,744
76,069
53,502
64,400
47,599
38,280
21,038
10,017

111417

2.975,942

The factoring payables amounting YTL 178,561 thousands are netted with the same amount of

factoring receivables as of 31 December 2006.

Insurance business related provisions are detailed in the table below:

30 June 2007 31 December 2006
Garanti Garanti Garanti
Emehlilik AS Sigorta AS  Emeklilik AS Toral
Reserve for unearned
premiums, net 24,645 83,254 17,837 101,091
Gross 26,486 180,045 19,205 199 250
Reinsurers’ share (1,841) (94,291) (1,368) (95,659)
Deferred commission — net {2,500) - {2,500)
Provision for claims, net 3,689 33,364 2,967 36,331
Gross 3,825 84,260 4,225 88 483
Reinsurers’ share (136) (50,896) (1,258) (32,154}
Life mathematical reserves 74,298 - 69,322 69,322
102,632 116618 90,026 206,744
Movement in the reserve for employee severance indemnity is as follows:
10 June 3! December
2007 2006
Balance, beginning of the period 38,280 32,860
Effects of change in actuarial assumptions - (3,603)
Disposal due to sale of consolidated affiliates (592) (1
Payments during the period (3,630) (7,173)
Provision for the period 7,925 16,309
Balance, end of the period 41,983 38,280
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Other liabilities and accrued expenses (continued)

Movement in the general provision for non-cash loans are as follows:

30 June 31 December

2007 2006

Balance, beginning of the period 21,038 16,587
Provision for the period 6.167 4,451
Balance, end of the period 21,205 21,038

Sharcholders’ equity

The authorized nominal share captial of the Bank amounted to YTI. 2,100,000 thousands as of
30 June 2007,

According 10 the Articles of Association of the Bank, there are 370 founder shares. It is
required in the Articles of Association to distribute 10% of the distributable profit 1o the
holders of these founder shares after allocating 5% to legal reserves, distributing dividend at an
amount equal to 5% of the capital and allocating 5% of the remaining to extraordinary reserves.

Dogus Holding AS, signed an Agreement with GE on 24 August 2005 for the sale of
53.550.000.000 shares representing 25.5% of the Bank’s issued share capital. Subsequent to
receiving the necessary permission from BRSA, the transfer of the Bank’s shares with nominal
value of YTL 535,500 thousands representing 25.5% of the Bank’s issued share capital and
182 of the founder shares from Dogus Holding AS to GE Arastirma ve Musavirlik Limited $ti..
an investee company of GE Capital Corporation incorporated in Turkey, has been completed
on 22 December 2005. Accordingly, on 22 December 2005 GE Arastrma ve Misavirlik
Limited Sti. made a total cash payment of US$ 1,805,500 thousands to Dogus Holding AS to
purchase the shares of the Bank (having a nominal value of YTL 535,500 thousands) for US$
1,555,500 thousands and to purchase the Bank’s 182 of the founder shares for Us$ 250,000
thousands. Subsequent to this sale in December 2005, a call was made to the Bank’s minority
shareholders by GE according to the paragraph 17 of the Article IV no.8 “Principles on Voting
by Proxy at General Assembly and Gathering Proxy or Common Stock through Calls for
Quoted Companies™ of the Turkish Capital Market Board, starting from 27 March 2006 to
purchase the shares with a total face value of YTL 1,564,500 at a price of YTL 3.50 per share
from the minority shareholders. The call period ended on 10 April 2006 and the minority
shareholders responded 1o this call by selling 6,249.49 shares with a face value of YTL [ each.
Accordingly, the shares owned by GE Aragtirma ve Milsavirlik Limited $ti. increased to YTL
535,506 thousands.

As per the resolution of the Board of Directors on 17 April 2007, the Bank started paying
dividends amounting YTL 105,000 thousands to the ordinary share holders, YTL 76,213
thousands to the owners of the founder shares and YTL 38,106 thousands to the top
management and employees as of 24 Aptil 2007.

The reserves include legal reserves amounting to YTL 173,003 thousands in total which are
generated by annual appropriations amounting to 5% of the statutory income of the Bank and
its affiliates until such reserves reach 20% of paid-in share capital (first legal reserves).
Without limit, a further 10% of dividend distributions in excess of 5% of paid-in share capital
appropriated to generate the legal reserves (second legal reserves). The legal reserves are
restricted and are not available for distribution as dividends unless they exceed 50% of the
share capital.
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Shareholders’ equity (continued)

As at 30 June 2007 net minority interest amounts to YTL 19,736 thousands (31 December
2006: YTL 7,845 thousands). Minority interest is detailed as follows:

30 June 31 December
2007 2006
Capital and other reserves 13,653 5,642
Retained eamnings 1,780 959
Current period net income 4,303 1,244
19,736 1845

Revaluation of available-for-sale assets is detailed as follows:
30 June 31 December
2007 2006
Balance at the beginning of the period 122,562 162,522
Net gains/(losses) from changes in fair value 15,799 {13,907)
Related deferred and current income taxes (6,239) 16,457

Net (gains)/losses transferred to the income

statement on disposal and impairment (3,463) {59,074)
telated deferred and current income taxes 693 16,564
Balance at the end of the period 129,352 122,562

Translation reserve

The translation reserve comprises all foreign exchange differences arising from the transtation
of the financial statements of foreign operations as well as from the translation of liabilities
amounting YTL 11,003 thousands that hedges the Bank’s net investment in foreign operations.
The financial liabilities designated as hedging instrument amount to EUR 136,883,575 and
US$ 28,274,282. The hedging relation is effective in achieving offsetting the changes in
foreign currencies attributable to hedged item due to changes in foreign currency rates.

Hedging reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair
value of cash flow hedging instruments related to hedged transactions that have not yet
occurred (see Note 24 for the details).

Fair value information

FFair value is the amount at which a financial instrument could be exchanged in a current
transaction between willing parties, other than in a forced sale or liquidation and best
evidenced by a quoted market price.
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Fair value information (continued)

The estimated fair values of financial instruments have been determined using available market
information by the Bank, and where it exists, appropriate valuation methodologies. However,
judgment is necessary required to interpret market data to determine the estimated fair value.
Turkey has shown signs of an emerging market and has experienced a significant decline in the
volume of activity in its financial market. While management has used available market
information in estimating the fair values of financial instruments, the market information may
not be fully reflective of the value that could be realized in the current circumstances.

Management has estimated that the fair value of certain financial assets and liabilities are not
materially different than their recorded values except for those of loans and advances to
customers and security investments, These financial assets and liabilities include loans and
advances 10 banks, obligations under repurchase agreements, loans and advances from banks,
and other short-term assets and liabilities that are of a contractual nature. Management believes
that the carrying amount of these particular financial assets and liabilities approximates their
fair value, partially due to the fact that it is practice to renegotiate interest rates to reflect
current market conditions.

Fair value of loans and advances io customers is YTL 36,171,014 thousands (31 December
2006: YTL 30,458,277 thousands), whereas the carrying amount is YTL 36,040,377 thousands
(31 December 2006: YTL 30,625,191 thousands) in the accompanying consolidated balance
sheet as at 30 June 2007.

Fair value of security investments is YTL 15,598,361 thousands (31 December 2006; YTL
14,904,559 thousands), whereas the carrying amount is YTL 15,634,948 thousands (31
December 2006: YTL 14,967,591 thousands) in the accompanying consolidated balance sheet
as at 30 June 2007,

Commitments and contingencies

In the ordinary course of business, the Bank and its affiliates undertake various commitmenis
and incur certain contingent liabilities that are not presented in the accompanying consolidated
financial statements, including letters of guarantee, acceptance credits and letters of credit.
Commitments and contingent liabilities comprise the following:

30 June 3! December

2007 2006

Letters of guarantee 8,367,097 7,558,910
Letters of credit 2,808,777 2,485,822
Acceptance credits 140,288 143,541
Other guarantees and endorsements 228.964 59,103

11,545,126 10,047,376
As at 30 June 2007, commitment for uncalled capital of affiliated companics amounts
approximately to YTL 250 thousands (31 December 2006: YTL 250 thousands).

As at 30 June 2007, commitments for unused credit limits for credit cards, overdrails, cheques
and loans to customers amount approximately to YTL 13,204,174 thousands (31 December
2006: YTL 11,124,896 thousands) in total.

The total face values of commitments for “credit linked notes” amount to USD £352.850,000
and EUR 3,000,000 as of 30 June 2007 (31 December 2006: USD 625,000,000).
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Commitments and contingencies (continued)

As at 30 June 2007, commitment for purchase and sale of foreign currencies under spot,
forwards, swaps, future rate agreements, options and forward agreements for gold trading
amounts to YTL 12,102,161 thousands (31 December 2006: YTL 8,451,719 thousands).

approximately 93% of which are due within a year.

The breakdown of outstanding commitments arising from derivatives is presented as follows:

30 June 2007 31 December 2006
Purchases Sales Purchases Sales

FForward agreements for customer dealing activities 185,021 316,105 240,022 139,652
Currency swap agreements for customer

dealing activities 215,677 116,511 184,544 63,134
Options for customer dealing activities 276,862 130,348 35,657 45,521
Forward agreements for hedging purposes 354,057 381,960 03,122 244,066
Currency swap agreements for hedging purposes 1,974,208 5,007,058 2,361,287 3,780.631
Interest rate swap agreements 14,519 20,341 5,516 12.747
Interest rate and foreign currency options 1,218,269 1,023,424 581,173 308,020
Forward rate agreements, foreign currency and

interest rate futures 73,936 253,311 99,530 66,583
Forward agreements for gold trading 10,860 29,485 16,799 15,299
Spot foreign currency transactions 157,932 342,277 60,201 98,215

The following tables summarize the contractual amounts of the forward, swap, futures and
options contracts, with details of remaining periods to maturity. Foreign currency amounls are
transiated at rates ruling at the balance sheet date. Monetary items denominated in foreign
currencies are economically hedged using foreign currency derivative contracts. All gains and
losses on foreign currency contracts are recognized in the income statement, except for
contracts of cash flow hedges as stated above. At 30 June 2007, approximately 106% of the net
consolidated balance sheet foreign currency open position was hedged through the use of

foreign currency contracis (31 December 2006: 106%).
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Commitments and contingencies (continued)

At 30 June 2007

Interest Rate Derivatives
FForward rate agreements
Purchases
Sales

Interest rate swaps
Purchases
Sales

Interest rate futures
Purchases
Sales

Currency Derivatives

Spot exchange contracts
Purchases
Sales

Forward exchange contracts
Purchases
Sales

Currency/cross currency swaps
Purchases
Sales

Options
Purchases
Sales

Foreign currency futures
Purchases
Sale

Other foreign exchange contracts
Purchases
Sale

Subtotal Purchases
Subtotal Sales
Total of Transactions

Notional amount with remaining life of

Uptol 1te3 Jro6 6to 12 aver
month  months  months months [ vear Total
- - - 39,156 - 39,156
- - - 19578 - 19,578
- - - 19,578 - 19,578
14,918 8,615 2,121 5716 3,490 34,860
9,441 - 475 2,858 1,745 14,519
3,477 8613 1,646 2,858 1,745 20,341
- 181,944 2,543 - ~ 184,487
- 37715 2,164 - - 39,879
- 144,229 379 - 144,608
500,209 - - - - 500,209
157,932 - - - - 137,932
342,277 - - - - 342277
953,347 145811 106,502 27,571 3912 1,237,143
421,766 55012 45013 13375 3912 539078
531,581 90,799 61,489 14,196 - 698,063
3,253,597 2,144,292 348,735 765,163 801,667 7,313,454
1,079,928 788472 221,698 32,600 67.187 2,189,885
2,173,669 1,355,820 127,037 732563 734,480 5,123,569
1,343,930 423,386 286,403 535,180 60,004 2,648,903
752,848 237,705 165,958 289,058 49,562 1495131
591,082 185681 120,445 246,122 10,442 1153772
- 93,038 6,737 3,829 103,604
- 13,766 213 300 14,479
- 79,272 6,324 3,329 - 89,125
40,345 - - - - 40,345
10.860 - - - - 10,860
29,483 - - - - 29,483
2,432,775 1,132,670 435,521 357,969 122,406 4481341
3,673.571 1.864.416 317.5201.018,646 74€.667 7.620,820

6,106,346 2,997,086 753,041 1,376,615 860,07312,102,161
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Commitments and contingencies (continued)

At 31 December 2006

Interest Rate Derivatives

Forward rate agreements
Purchases
Sales

[nterest rate swaps
Purchases
Sales

Interest rate futures
Purchases
Sales

Currency Derivatives

Spot exchange contracts
Purchases
Sales

Forward exchange contracts
Purchases
Sales

Currency/cross currency swaps
Purchases
Sales

Options
Purchases
Sales

Foreign currency futures
Purchases
Sale

Other foreign exchange contracts
Purchases
Sale

Subtotal Purchases
Subtotal Sales
Total of Transactions

Notional amount with remaining life of

Uptol ltw3 Jito6 6tol2 over
month months months months [ year Toral
- - - 69,768 - 69,768
- - - 69768 - 69,768
12,662 172 - 508 4,921 18,263
- 87 - 508 4,921 3516
12,662 85 - - - 12,747
- 9,300 1,815 - - 11,115
- 3747 1,481 - - 5,228
- 5,553 334 - - 5,887
158,416 - - - - 158416
60,201 - - - - 60,201
98,215 - - - - 98213
561,981 110,468 28,770 10,428 5215 716,862
245,238 59529 16,744 6,616 5017 333144
316,743 50,939 12,026 3,812 198 383718
2,786,751 1,853,498 617,282 901,914 230,151 6,389,596
1,434,555 439,331 511,793 101,620 58332 2,545,831
1,352,196 1,413,967 105,489 800294 171,819 3,843,765
657,333 201,867 68,593 42,578 - 970,371
391,323 163,627 45,3578 16,302 - 616,830
266,010 38,240 23,015 26276 - 353,541
- 77,576 7,654 - - 85,230
- 22,087 2,447 - - 24,334
- 35,489 3,207 - - 60,696
32,098 - - - - 32,008
16,799 - - - - 16,799
15,299 - - - - 13,299
2,148,116 638,608 578,043 194814 68270 3,677,851
2,061,125 1.564.2753 146,071 830,382 172,017 4,773.868

4,209,241 2,252,881
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Financial risk management disclosures

This section provides details of the Bank and its affilates’ exposure to risk and describes the
methods used by management to control risk. The most important types of financial risk to
which the Bank and its affilates are exposed, are credit risk, liquidity risk, market risk and
operational risk, Market risk includes currency risk, interest rate risk and option risk.

The nature of the risks and the approach to managing risk differs fundamentally between the
trading and non-trading portfolios; section 24.2 contains risk management information related
to the trading portfolio and section 24.3 deals with the non-trading portfolio.

Risk management framework

Developing risk management policies and strategies, and controlling these functions are among
the responsibilities of the Board of Directors. Consequently, the Risk Management
Department, which carries out the risk management activities and works independently from
executive activities, report directly to the Board of Directors.

The Board of Directors monitors the effectiveness of the risk management system through the
audit committee, other related committees and senior management.

The Bank’s risk management policy is established on its maintainable long term, value adding
growth strategy. This policy is measuring risks with the methods in compliance with its
activities and international standards, and optimal allocation of economic capital 10 business
lines considering the risk-return balance.

The Risk Management System consists of all the mechanisms related to establishment of
standards, information flow, determination of the compliance with standards, decision making
and applications processes; which were put into practice by the Board of Directors in order to
monitor, control and change when deemed necessary the risk-return structure and the future
cash flows of the Bank and the quality and the level of related activities.

The risks are measured with the internationally accepted methodologies in compliance with
local and international regulations, the Bank’s structure, policy and procedures. They are
effectively managed and assessed in a continuously growing manner. At the same time, studies
for compliance with the international banking applications, such as Basel Il, are carried out.

In order to ensure the compliance with the rules altered pursuant to the Articles 23, 29 and 31
of the Banking Law No. 5411 and the Articles 36 and 43 of Regulation on Internal Systems
within the Banks, dated | November 2006, the Bank revised the current written policies and
implementation procedures regarding management of each risk encountered in its activities in
February 2007.

The Bank has purchased an integrated sofiware system to place better risk management and
Basel 11 applications in order to support and improve risk management activities. The Bank
aims to establish the Basel 11 applications in line with BRSA’s roadmap.
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24.1

Financial risk management disclosures (continued)

Audit Committee

The Audit Committee consists of two members of the Board of Directors who do not have any
executive functions. The Audit Committee, established to assist the Board of Directors in its
auditing and supervising activities, is responsible for:

« The supervision of the efficiency and effectiveness of the internal control, risk management
and internal audit systems of the Bank, functioning of these systems as well as accounting
and reporting systems within the framework of related procedures, and the integrity of
information generated, )

« The preliminary assessment on the selection process of independent audit firms and the
systematic monitoring of the activities of these companies;

« The maintenance and coordination of the internal audit functions of corporations subject to
consclidated internal audits.

Other Committees

Market, credit and operational sub-risk committees have been established in order to support
the implementation of risk management and internal audit systems within the Bank by sharing
information with the involved units.

Derivative financial instruments

The Bank and its affiliates enter into a variety of derivative financial instruments for hedging
and risk management purposes. This note describes the derivatives used. Further details of the
objectives and strategies in the use of derivatives are set out in the sections of this note on non-
trading activities. Details of the nature and terms of derivative instruments outstanding at the
balance sheet dates are set out in Note 23, Derivative financial instruments used include swaps,
futures, forwards, options and other similar types of contracts whose value changes in response
to changes in interest rates, foreign exchange rates and gold prices. Derivatives are individually
negotiated over-the-counter contracts. A description of the main types of derivative instruments
used is set out below:

Swaps

Swaps are over-the-counter agreements to exchange future cash flows based upon agreed
notional amounts. Most commonly used swaps are currency swaps. The Bank and its affiliates
are subject to credit risk arising from the respective counterparties’ failure to perform. Market
risk arises from the possibility of unfavorable movements in market rates relative to the
contractual rates of the contract.
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24.2

Financial risk management disclosures (continued)

Futures and forwards

Futures and forward contracts are commitments to either purchase or sell a designated financial
instrument, currency, commodity or an index at a specified future date for a specified price and
may be settled in cash or another financial asset. Futures are standardized exchange-traded
contracts whereas forwards are individually traded over-the-counter contracts. Initial margin
requirements for futures are met in cash or other instruments, and changes in the future contract
values are settled daily. Therefore credit risk is limited to the net positive change in the market
value for a single day. Futures contracts have little credit risk because the counterparties are
futures exchanges. Forward contracts result in credit exposure (o the counterparty. Futures and
forward contracts both result in exposure to market risk based on changes in market prices
relative to contracted amounts.

Options

Options are derivative financial instruments that give the buyer, in exchange for a premium
payment, the right, but not the obligation, to either purchase from (call option) or sell (put
option) to the writer a specified underlying at a specified price on or before a specified date.
The Bank enters into foreign exchange options. Foreign currency options provide protection
against rising or falling currency rates. The Bank as a buyer of over-the-counter options is
subject to market risk and credit risk since the counterparty is obliged to make payments under
the terms of the contract if the Bank exercises the option. As the writer of over-the-counter
options, the Bank is subject to market risk only since it is obliged to make payments if the
option is exercised.

Trading activities

The Bank and its affiliates maintain active trading positions in non-derivative financial
instruments. Most of the trading activities are customer driven. In anticipation of customer
demand, an inventory of capital market instruments is carried and access to market liquidity is
maintained by quoting bid and offer prices to and trading with other market makers. Positions
are also taken in the interest rate, foreign exchange, debt and equity markets based on
expectations of future market conditions. These aclivities constitute the proprietary trading
business and enable the Bank and its affiliates to provide customers with capital market
products at competitive prices. As trading strategies depend on both market-making and
proprietary positions, given the relationships between instruments and markets, those are
managed in concert to maximize net trading income. Trading activities are managed by type of
risk involved and on the basis of the categories of trading instruments held.

Counterparty credit risk

The Bank and its affiliates’ counterparty credit exposure at the balance sheel date from
financial instruments held or issued for trading purposes is represented by the fair value of
instruments with a positive fair value at that date, as recorded on the balance sheet. Notional
amounts disclosed in the notes to the financial statements do not represent the amounts to be
exchanged by the parties to derivatives and do not measure the exposure to credit or markel
risks. The amounts to be exchanged are based on the terms of the derivatives.
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24.3

Financial risk management disclosures (continued)

The risk that counterparties to trading instruments might default on their obligations is
monitored on an ongoing basis. In monitoring credit risk exposure, consideration is given 10
trading instruments with a positive fair value and to the volatility of the fair value of trading
instruments. To manage the level of credit risk, the Bank and its affiliates deal with
counterparties of good credit standing, enter into master netting agreements whenever possible,
and when appropriate, obtain collateral. Master netting agreements provide for the net
settlement of contracts with the same counterparty in the event of default.

Market risk

All trading instruments are subject to market risk, the risk that future changes in market
conditions may make an instrument less valuable or more onerous. The instruments are
recognized at fair value, and all changes in market conditions directly affect aet trading
income.

The Bank and its affiliates manage its use of trading instruments in response 1o changing
market conditions. Exposure to market risk is formally managed in accordance with risk limits
set by senior management by buying or selling instruments or entering into offsetting positions.

Non-trading activities

Below is a discussion of the various risks the Bank and its affiliates are exposed to as a result
of its non-trading activities and the approach taken to manage those risks.

Liguidity risk

Liquidity risk arises in the general funding of the Bank and its affiliates’ activities and in the
management of positions. It includes both the risk of being unable to fund assets at appropriate
maturities and rates and the risk of being unable to liquidate an asset at a reasonable price and
in an appropriate time frame.

The Bank and its affiliates have access to a diverse funding base. Funds are raised using a
broad range of instruments including deposits, syndications, securitizations, bonds issuance,
other funding sources and share capital. This enhances funding flexibility, iimits dependence
on any one source of funds and generally lowers the cost of funds. The BanXk strives to
maintain a balance between continuity of funding and flexibility through the use of liabilities
with a range of maturities. Liquidity risk is continuously assessed through identifying and
monitoring changes in funding required for meeting business goals and targets set in terms of
the overall strategy. In addition, a portfolio of liquid assets is held as a part of the Bank’s
liquidity risk management strategy.
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Financial risk management disclosures (continued)

Exposure to liquidity risk

The calculation method used to measure the banks compliance with the liquidity limit is set by
BRSA. Currently, this calculation is performed on a bank only basis. In November 2006,
BRSA issued a new communiqué on the measurement of liquidity adequacy of banks. The
legislation requires the banks to meet 80% liquidity ratio of foreign currency assets/liabilities
and 100% liquidity ratio of total assets/liabilities on a weekly and monthly basis effective from
1 June 2007,

The Bank’s banking affiliate in the Netherlands is subject to a similar liquidity measurement,
however the Dutch Central Bank does not impose limits, rather monitors the banks’ overall
liquidity position to ensure there is no significant deterioration in the liquidity of banks
operating in the Netherlands.

The Bank’s banking affiliate in Russia is subject to three levels of liquidity requirement since
2004; instant liquidity of minimum 15%, current liquidity of minimum 50% and long-term
liqudity of maximum 120%. The affiliate complies with the local legislation.
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Financial risk management disclosures (continued)

Market risk

Interest rate risk: The Bank and its affiliates’ operations are subject to the risk of interest rate
fluctuations to the extent that interest-eaming assets (including investments) and interest-
bearing liabilities mature or reprice at different times or in differing amounts. In the case of
floating rate assets and liabilities the Bank and its affiliates are also exposed to basis risk,
which is the difference in repricing characteristics of the various floating rate indices, such as
the deposit rate and nine months libor and different types of interest. Treasury activities are
aimed at optimizing net interest income, given market intercst rate levels consistent with the
Bank’s business strategies.

Asset-liability risk management activities are conducted in the context of the Bank’s sensitivity
to interest rate changes. In general, as common in current economic environment, the
consolidated financia! statements are liability sensitive because its interest-carning assets have
a longer duration and reprice slightly less frequently than inierest-bearing liabilities. This
means that in rising interest rate environments, margins earned will narrow as liabilities
reprice. However, the actual effect will depend on a number of factors, including the extent to
which repayments are made earlier or later than the contracted dates and variations in interest
rate sensitivity within repricing periods and among currencies.

Interest rate derivatives are primarily used to bridge the mismatch in the repricing of assets and
liabilities. This is done in accordance with the guidelines established by the Bank’s assel-
liability management committee.

Some assets have indefinite maturities or interest rate sensitivities and are not readily matched
with specific liabilities. Those assets are funded through liability pools based on the assets’
estimated maturities and repricing characteristics.

Part of the Bank’s return on financial instruments is obtained from controlled mismatching of

the dates on which interest receivable on assets and interest payable on liabilities are next reset
to market rates or, if earlier, the dates on which the instruments mature.
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24 Financial risk management disclosures (continued)

The following table indicates the effective interest rates by major currencies for the major balance
sheet components for the first half of 2007 and the year of 2006:

30 June 2007
Other

USS EUR YTL Currenciey

% %6 % %
Assels
{.0ans and advances to banks 5.00-5.50 4.00-4.05 17.25-22.20 0.55-9.75
Debt and other fixed or floating

income instruments 3.25-71.75  4.07-5.97 19.88-21.24 3.50-4.00
L.oans and advances to custemers 5.92-1443 4.17-11.78 14.05-34.20  2.13-14.00
Liabilities
Deposits:
- Foreign currency deposils 1.00-6.50 1.50-5.00 - 0.50-9.25
- Bank deposits 5.36-7.00 3.90-6.12 13.44-17.00 2.75-3.75
- Saving deposits - - 18.00-19.85 -
- Commercial deposits - - 19.00-19.84 -
- Public and other deposits - - 19.85 -
Obligations under repurchase agreements  2.00-5.50 - 11.27-14.00 -
l.oans and advances from banks 5.89-6.54 4.26-5.32 17.66-18.95 1.63
3! December 2006
Other

us3 EUR YTL Currencies

% % % %
Assels
Loans and advances to banks 3.25-8.00 2.75-4.75 17.34-21.50 3.00-9.20
Debt and other fixed or floating

income instruments 7.95-9.25 6.39-6.50 20.00-23.06  4.00-13.36
L.oans and advances to customers 7.0-14.33  5.73-9.93 14.00-25.16  8.00-13.00
Liabilities
Deposits:
- Foreign currency deposits 4.85-6.75 2.25-5.00 - 0.50-9.00
- Bank deposits 5.25-7.35 3.33-5.67 15.00-18.56 2.00-6.25
- Saving deposits - - 19.00-19.84 -
- Commercial deposits - - 18.13-21.03 -
- Public and other deposits - - 20.08 -
Obligations under repurchase agreements 35.26-5.45 3.33 14.20-17.14 -
l.oans and advances from banks 5.50-6.70 3.97-4.41 14.69-19.83 -
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Financial risk management disclosures (continued)

The market risk arising from trading transactions is calculated via Value at Risk (VaR). In addition
to this, the stress tests and scenario analysis are performed. The balance sheet interest rate risk is
monitored with methods such as static duration, gap and sensitivity analysis.

Internal limits are set as well as legal limits in order to restrict market risk; value at risk limits for
trading portfolio, position limits set for trading desks, single transaction limits set for traders and
stop-loss limits. Approval, update, monitoring, override and warning procedures of these limits are
put into practice and changed with the approval of the Board of Directors,

The consolidated value at market risks as of 30 June 2007 and 31 December 2006 calculated as per
the statutory consolidated financial statements prepared for BRSA reporting purposes within the
scope of “Regulation on Measurement and Assesment of Capital Adequacy Ratios of Banks™
published in Official Gazette n0.26333 dated 1 November 2006, are as follows:

30 June 2007 31 December 2006
Average Highest Lowest Average Highest Lowest
Interest rates risk 1,529,437 1,708,025 1,218,229 2,244,681 2,849,322 1,218,229
Common share risk 989 2,915 25 76,394 139.174 25
Currency risk 121,202 221,950 44,248 226,729 276,194 183,784
Option risk 210,605 269.6717 117.662 67,209 182.025 8,191

Total value at risk 1,862,233 2,202,567 1,380,164 2,615,013 3446715 1,410,229

Exposure to interest rate risk — non-trading porifolios

The balance sheet management is performed by the Assets and Liabilities Management Department
in line with the main strategies determined by the Assets and Liabilities Committee (ALCO).
Hedging transactions for the Bank’s balance sheet are carried out upon the decisions of ALCO.

ALCO can determine limits to balance sheet transactions if considered necessary.

The balance sheet interest rate risk is monitored with methods such as static duration gap and
sensitivity analyses based on all interest rate sensitive assets and liabilities. The scenarios include a
100 basis point parallel fall or rise in all yield curves. Currently as such sensivity analysis are
performed only on a bank-only basis for the statutory financial statements of the Bank, they are not
considered to be representative for the accompanying consolidated financial statements, and
accordingly not included in this report.

Currency risk

The Bank and its affiliates are exposed to currency risk through transactions in foreign currencies
and through its investment in foreign operations.

The Bank and its affiliates’ main foreign operations are in Netherlands and Moscow. The
measurement currencies of its operations are Euro and US Dollars. As the currency in which the
Bank presents its consolidated financial statements is YTL, the consolidated financial statements arc
affected by currency exchange rate fluctuations against YTL.
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Financial risk management disclosures (continued)

The Bank finances a significant proportion of its net investment in foreign operations with
borrowings in the same currencies as the relevant measurement currencies to mitigate its currency
risk. Currency swaps are also used to match the currency of some of its other borrowings to the
measurement currencies involved.

The Bank and its affiliates’ transactional exposures give rise to foreign currency gains and losses
that are recognized in the income statement. These exposures comprise the monetary assets and
monetary liabilities that are not denominated in the measurement currency of the Bank involved,
excluding borrowings treated as hedges of net investments in foreign operations. These exposures
are as follows:

3¢ SJune 2007
Other
Uss EUR  Currencies Total

Assets
Cash and balances with central banks 59,857 1,339,469 29,652 1,428.978
Financial assets at fair value

through profit or loss 745,496 199,312 11,924 956,732
Loans and advances to banks 2,045,119 396,527 56,412 2,498,058
Leoans and advances to customers 10,354,140 6,081,503 433,220 16,868,863
Other assets 125,746 1,940,522 8,234 2,074,502
Security investments 5,272,743 224,101 49,514 5,546,358
Investments in equity participations - 563 - 563
Tangible assets 618 64,508 2,234 67,360
Deferred tax asset - - - -
Total Assets 18,603,.71 10,246, 391,190 29,441,414
Liabilities
Deposits 12,317,65% 7,857,605 838,148 21,033,412
Obligations under repurchase agreements 653,125 58,245 - 711,370
Loans and advances from banks 7,691,416 2,296,407 1,478 9,989,301
Current and deferred tax liability - 5,756 - 5,756
Bonds payable - 52,898 - 52,898
Other liabilities and accrued expenses 178,678 155,703 12,503 346,884
Total Liabilities 20840878 10426614 872,129 32139621
Net On Balance Sheet Position (2.237.139 (180.109) (280,939)  (2.698.207)
Net Off Balance Sheet Position 2170715 284,871 393,491 2,849,077
Net Long/(Short) Position (66,444) 104,762 112,552 130870
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Financial risk management disclosures (continued)

31 December 2006
Other
US§ EUR  Currencies Total
Total Assets 15,944,543 10,178,816 515,083 26,638 442
Total Liabilities 19351 296 g 711036 780 643 29 842973
Net On Balance Sheet Position (3.406.753) 467780 (265.560)  (3,204,533)
Net Off Balance Sheet Position 3.382.774 (384,901) 394.369 3,392 242
Net Long/(Short) Position (23,979} 82,879 128,809 187,709

For the purposes of the evaluation of the table above, the figures represent the YTL equivalent of
the related hard currencies.

Approximately 106% (31 December 2006: 106%) of the amounts shown in the table above. at 30
June 2007 are economically hedged by currency swaps, forward contracts and other derivatives
entered into to manage these currency exposures. In respect of monetary assets and liabilities in
foreign currencies that are not economically hedged, the Bank and its affiliates ensure that their net
exposures are kept to an acceptable level by buying and selling foreign currencies at spot rates when
considered appropriate.

The net amount of Russian Rubles denominated assets and liabilities as included in the above table
at their YTL equivalents, is a net asset of YTL 114,862 thousands at 30 June 2007 (31 December
2006: YTL 104,072 thousands).

Credit risk

The Bank and its affiliates are subject to credit risk through its trading, lending, hedging and
investing activities and in cases where they act as intermediaries on behalf of customers or other

third parties or issues guarantees.

Credit risk associated with trading and investing activities is managed through the Bank’s market
risk management process.

The risk that counterparties to both derivative and other instruments might default on their
obligations is monitored on an ongoing basis. To manage the level of credit risk, the Bank and its
affiliates deal with counierparties of good credit standing, enter into master netling agreements
whenever possible, and when appropriate, obtain collateral.

The Bank and its affiliates’ primary exposures to credit risk arise through its loans and advances.
The amount of credit exposure in this regard is represented by the carrying amounts of the assets on
the balance sheet. The Bank and its affiliates are exposed to credit risk on various other financial
assets, including derivative instruments used for hedging and debt investments. The current credit
exposure in respect of these instruments is equal to the carrying amount of these assets in the
balance sheet. In addition, the Bank and its affiliates are exposed to off balance sheet credit risk
through guarantees issued (Note 23).
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24 Financial risk management disclosures (continued)

Concentrations of credit risk (whether on or off balance sheet) that arise from financial instruments
exist for groups of counterparties when they have similar economic characteristics that would cause
their ability to meet contractual obligations to be similarly affected by changes in economic or other
conditions.

Exposure to credit risk
Loans and advances
to customers

30 June 31 December

2007 2006

Individually impaired 788,277 657,722
Altowance for impairment (594,124) (509,846)
Carrying amount 194,153 147,876
Collectively impaired - -
Allowance for impairment (104.709) (85,178)
Carrying amount {104,709) {85,178)
Past due but not impaired - -
Carrying amount = —_—
Neither past due nor impaired 35,842,606 30,449,753
[.oans with renegotiated terms 108,327 _ 112,740
Carrying amount 35,950,933 30,362,493
Total carrying amount 36,040,377 30,625,191

As of 30 June 2007 or 31 December 2006, the Bank has no allowance for loans and advances to
banks. The allowance details for security investments are explained in Note 10.

Impaired loans

Impaired loans are loans for which the Bank determines that it is probable that it will be unable 1o
collect all principal and interest due according to the contractual terms of the loan agreement due to
lack of assets, high debtness ratio, insufficient working capital and/or equity of the customer.
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Financial risk management disclosures (continued)

Sectoral and geographical concentration of impaired loans

The Bank and its affiliates monitor concentrations of credit risk by sector and by geographic
location. An analysis of concentrations of non-performing loans and lease receivables ts shown
helow:

30 June 31 December

2007 2006

Consumer loans 483,363 384,072
Textile 76,370 66,646
Service sector 71,726 71,354
Food 19,690 14,023
Construction 19,109 15,494
Durable consumption 12,042 0,904
Metal and metal products 10,619 9,311
Financial institutions 8.169 7.961
Agriculture and stockbreeding 7,584 5,484
Others 79,605 73,473
Total non-performing loans and lease receivables 788,277 657,722
30 June 31 December

2007 2006

Turkey 782,331 650,753
Netherlands 2,772 3,545
Germany 1,326 1,424
Others 1,848 2,000
Total non-performing loans and lease receivables 188,277 657,722

Past due but not impaired loans

Loans where contractual interest or principal payments are past due but the Bank believes that
impairment is not appropriate on the basis of the level of collateral available and the customer’s
current activities, assets and financial position.

Loans with renegotiated terms

Loans with rencgotiated terms are loans that have been restructured due to temporary deterioration
in the liquidity of the customer to support its liquidity and to ensure subsequent collections for the
Bank. Once the loan is restructured, it remains in the “non-performing loans” category for the next
six months and is provided against accordingly, and if certain collection criterias are met, then
reclassified to the “loans with renegotiated terms” category .
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Financial risk management disclosures (continued)

Allowances for impairment

The Bank establishes an allowance for impairment losses that represents its estimate of incurred
losses in its loan portfolio. The main components of this allowance are a specific loss component
that relates to individually significant exposures, and a portfolio-basis loan loss allowance
established for groups of homogeneous assets in respect of losses that have been incurred but have
not been identified on loans subject to individual assessment for impairment.

Write-off policy

The Bank writes off a receivable balance (and any related allowances for impairment losses) when
it is determined that the receivable is uncollectible based on the evidence of insolvency issued by
the Court.

Collateral policy

The Bank’s policy is to require suitable collateral to be provided by certain customers prior to the
disbursement of approved loans. The Bank and its affiliates currently hold collateral against loans
and advances to customers in the form of mortgage interests over property, other registered
securities over assets and guarantees. Collateral generally is not held over loans und advances to
banks, except when securities are held as part of reverse repurchase and securities borrowing
activity. Collateral usually is not held against investment securities, and no such collateral was held
at 30 June 2007 or 31 December 2006.

Approximately 73% of the outstanding performing loans is collateralized. Guarantees and letters of
credit are also subject to strict credit assessments before being provided. The agreements specify
monetary limits to the Bank and its affiliates’ obligations. The extent of collateral held for
performing guarantees and letters of credit is approximately 76%.

The breakdown of performing cash and non-cash loans and advances to customers by type of
collateral is as follows:

30 June 3! December
2007 2006
Cash loans
Secured loans: 25,923,643 21,811.384
Secured by cash collateral 1,251,899 1,094,525
Secured by mortgages 6,664,346 5,195,898
Secured by government institutions or
government securities 1,396,756 1,190,992
Guarantees issued by financial institutions 48,332 261,358
Other collateral (pledge on assets, corporate
and personal guarantees, promissory notes) 16,562,310 14,068,611
Unsecured loans 9.448 075 3,269,890
Total performing loans and financial lease receivables 35,371,718 30,081.274
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Financial risk management disclosures (continued)

30 June 31 December
2007 2006
Non-cash loans

Secured loans: 8.826.162 7,925,065
Secured by cash collateral 219,156 316,893
Secured by mortgages 110,016 126,022
Guarantees issued by financial institutions 14,368 26,157

Other collateral (pledge on assets, corporate
and personal guarantees, promissory notes) 8,482,622 7,455,993
Unsecured loans _2,718.964 2122311
Total non-cash loans 11,545,126 10,047,376

An estimate of the fair value of collateral held against non-performing loans and receivables is as
follows:

30 June 31 December

2007 2006

Surety 179,324 131,565
Mortgages 109,637 104,258
Pledge assets 48,338 23,855
Promissory notes 38,952 23,389
{ash collateral 155 494
Unsecured 411,871 374,161

7882771 031722

The amounts reflected in the tables above represent the maximum accounting loss that would be
recognized at the balance sheet date if counterparties failed completely to perform as contracted and
any collateral or security proved to be of no value. The amounts, therefore, greatly exceed expected
losses, which are included in the allowance for uncollectibility.

Operational risks

Operational risk expresses the probability of loss that may arise from the overlook of faults and
inconsistency with the established rules due to the deficiencies in the Bank and its affiliates” internal
controls, mannet of the management and the personnel that are not in coherence with time and
conditions, deficiencies in the bank management, faults and problems in information technology
systems and disasters such as carthquake, fire, flood or terror attacks.

The operational risk items in the Bank are determined in accordance with the definition of
operational risk by considering the whole processes, products and departments. The control areas
are set for operational risks within the Bank and all operational risks are followed by assigning the
risks to these control areas. In this coniext, appropriate monitoring methodology is developed for
cach control area that covers all operational risks and control frequencies are determined.

Currently, the value at operational risk is calculated according to the basic indicator approach as per
the Article 14 of “Regulation on Measurement and Assessment of Capital Adequacy Ratios of

Banks”.
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Financial risk management disclosures (continued)

The annual gross income is defined as net interest income plus net non-interest income at year end.
This is increased by provisions, operating expenses including fees paid to outsourcing service
providers, reduced by realised gains/losses from the sale of securities available-for-sale and held-to-
maturity and extraordinary income and income derived from insurance claims. The result is added
to risk weighted assets in the capital adequacy calculation.

Capital management — regulatory capital

BRSA sets and monitors capital requirements for the Bank as a whole. The parent company and
individual banking operations are directly supervised by their local regulators. [n implementing
current capital requirements BRSA requires the banks to maintain a prescribed ratio of minimum
8% of total capital to total risk-weighted assets. The Bank and its affiliates’ consolidated regulatory
capital is analysed into two tiers:

- Tier 1 capital, which includes paid-in capital, share premium, legal reserves, retained earnings,
translation reserve and minority interest after deductions for goodwill and certain cost items.

Tier 2 capital, which includes qualifying subordinated liabilities, general impairment allowances
and the element of the fair value reserve relating to unrealised gains on securities classified as
available-for-sale.

Banking operations are categorised as either trading book or banking book, and risk-weighted assets
are determined according to specified requirements that seek to reflect the varying levels of risk
attached to assets and off-balance sheet exposures.

The Bank’s policy is to maintain a strong capital base so as 10 maintain investor, creditor and
market confidence and to sustain future development of the business. The impact of the level of
capital on shareholders’ return is also recognised and the Bank recognises the need to maintain a
balance between the higher returns that might be possible with greater gearing and the advantages
and security afforded by a sound capital position. There have been no material changes in the
Bank’s management of capital during the period.

The Bank and its individually regulated operations have complied with externally imposed capital
requirements throughout the period.

The Bank’s and its affiliates regulatory capital position on a consolidated basis at 30 June 2007 and
31 December 2006 was as follows:

30 June 31 December
2007 2006
Tier 1 capital 6,019,880 4,711,033
Tier 2 capital 1,040,768 339,636
Deductions from capital (369.058) (321,535)
Total regulatory capital 6,691,550 4,729,134
Risk-weighted assets and value at market risk 49,581,046 @ 36,874,284
Capital ratios
Total regulatory capital expressed as a percentage of
total risk-weighted assets and value at market risk 13.50 12.83
Total tier | capital expressed as a percentage of
risk-weighted assets and value at market risk 12.14 12.78

™ including operational risk
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24 Financial risk management disclosures (continued)
The factoring payables amounting YTL 178,561 thousands are netted with the same amount of
factoring receivables as of 31 December 2006. As a result of this netting the capital adequacy ratio
increased from 12.76% to 12.83%.

24.4  Hedging

Due to the Bank and its affiliates’ overall interest rate risk position and funding structure, its risk
management policies require that it should minimize its exposure to changes in foreign currency
rates and manage interest rate, credit risk and market price risk exposure within certain guidelines.
Derivative financial instruments are used to manage the potential earnings impact of interest rate
and foreign currency movements. Several types of derivative financial instrument are used for this
purpose, including interest rate swaps and currency swaps, options, financial futures, forward
contracts and other derivatives. The purpose of the hedging activities is to protect the Bank and its
affiliates from the risk that the net cash inflows will be adversely affected by changes in interest or
exchange rates, credit ratings or market prices. The Bank and its affiliates enter into transactions to
ensure that it is economically hedged in accordance with risk management policies. In the
accompanying consolidated financial statements, hedge accounting is applied for the cases where
hedge accounting relationship is evidenced.

In 2007, the Bank has entered into two interest rate swap transactions in order to hedge its certain
cash flow exposures primarily on fixed rate liabilities, through converting its fixed rate payment
into floating rate payments. The following table includes certain characteristics of these swap
transactions:

Fixed payer Fixed payment
WNotional amount rate (%) Sfrequency Maturity
1JS$ 250 millions 6.95 Semi annual 2012
1JS$ 250 millicns 6.95 Semi annual 2012

In 2004, the Bank has entered into an interest rate swap transaction in order to hedge its certain cash
flow exposures primarily on floating rate liabilities, through converting its floating rate payments
into fixed rate payments. The following table includes certain characteristics of this swap
transaction:

Notional amount Fixed payer Floating payer rate Fixed payment Maturity
rate (%) (%) [freguency
1JS$ 131.3 millions 5.445 3 month libor + 175 Quarterly 2009
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Affiliates and associates

The table below sets out the Affiliates and shows their shareholding structure as at 30 June 2007:

Shareholding
Affilintes Interest (%)
QGaranti Bank International NV 100.00
Garanti Bank Moscow 100.00
Garanti Portfdy Yénetimi AS 100.00
Garanti Yatinm Menkul Kiymetler AS 100.00
Garanti Financial Services plc. 100.00
Garanti Fund Management Co. Ltd. 100.00
Garanti Bilisim Teknolojisi 100.00
Galata Arastirma Yaymeihik Tanitim ve Bilisim Teknoloji Hizmetleri A$ 100.00
Garanti Finansal Kiralama A§ 98.94
Garanti Emeklilik ve Hayat AS 84.91
Garanti Faktoring Hizmetleri A$ 81.84
Garanti Sigorta AS 20.00
Garanti Diversified Payment Rights Finance Company - fa)

(a) Garanti Diversified Payment Rights Finance Company is a special purpose entity eitablished for the
Bank's securitization iransactions explained in Note [7. The Bank or any of its affiliates does not have
any shareholding interest in this company.

As per the agreement signed with Eureko BV on 21 June 2007, the Bank sold its 80% share in
Garanti Sigorta AS and its 15% share in Garanti Emeklilik ve Hayat AS to this company. Upon this
sale, a gain of YTL 703.803 thousands is recognized in the accompanying consolidated financial
statements as of 30 June 2007. As part of the sale transactions mentioned above, the Bank has a sale
option on the remaining shares of Garanti Sigorta AS and Eureko BV has purchase and sale options
on the shares of Garanti Emeklilik ve Hayat A§.

As per the Agreement signed with GE on 24 August 2005 for the sale of 53,550,000,000 shares
representing 25.5% of the Bank issued share capital, the Bank sold some of its consolidated
affiliates to Dogus Holding AS in December 2005. These affiliates were Voyager Mediterranean
Turizm End. ve Tic. AS (77.00%), Sititur Turizm tasimacilik Org. A§ (99.95%), Lasas Lastik San.
ve Tic. (99.99%), Dopus Hava Tagimacihgi A§ (100.00%), Sahintur Sahinler Otelcilik Turizm
Yatirim Isletmeleri AS (100.00%) and Dogus Turizm Saghk Yat, Islt. Tic. AS (100.00%).
Subsequent to the year end 2005, the Bank further sold certain equity participations to Dogus
Holding AS, that were categorized as the second group as per this Agreement, namely Garanti
Turizm Yatinm ve {sletmeleri AS and Doc Finance SA with a total book value of YTL 31,556
thousands on 17 April 2006.

Early in December 2006, the Bank soid its 50.98% participation in Garanti Gayrimenkul Yatirim
Ortaklign AS, a consolidated affiliate, to certain related parties.

Garanti Fund Management Co. Ltd. (100.00%) is under liquidation as of the reporting date. The
liquidation procedures are expected to complete in 2007.
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27

28

Net fee and commission income

Fee and commission income.
Credit cards fees

Retail banking

Commercial banking

SME banking

Corporate banking

Others

Total fee and commission income

Fee and commission expense:
Credit cards fees

Retail banking

Commercial banking

SME hanking

Corporate banking

Others

Total fee and commission income

Net fee and commission income

Other expenses

Bonus promotion expenses
Advertising expenses
EDP expenses

Taxes and duties other than on income

Saving deposits insurance fund
Utility expenses
Foreign exchange loss, net

Research and development expenses

Repair and maintenance expenses
Other operating expenses

Six-month  Three-monith Six-month  Three-month
period ended  period ended  period ended  period ended
30 June 2007 30 June 2007 30 June 2006 30 June 2006

440,311 231,262 320,487 168,410
130,195 59,083 118,920 59,687
77,684 40,230 63,271 33,109
70,485 34,888 59,969 31,790
66,856 36,639 61,545 40,799
95,951 49,455 73,160 31,519
881,482 451,551 697,352 365,314
163,167 89,188 106,003 58,182
1,027 431 830 566
201 86 i49 101

583 245 463 315

443 242 1,071 595
51,174 26,763 42,413 22,287
216,595 116,955 150,935 _82.046
664,887 334,602 546417 285,268

Six-month  Three-month Six-month  Three-month
period ended  period ended  period ended period ended
30 June 2007 30 June 2007 30 June 2066 30 June 2006

55,306 29,971 50,915 24,321
52,359 37,697 46,961 24,100
32,571 20,036 30,148 14,120
25,836 13,498 31,349 20,393
23,301 11,542 19,258 10,267
14,382 7,262 12,647 6,123
6,284 187 75,772 94,328
7,866 3,759 4,929 2,702
10,202 6,369 5,964 3,477
139,645 69,299 82.979 29,220
367,752 200,020 360,922 229,051

Use of estimates and judgements

Management discussed with the Audit Committee the development, selection and disclosure of the
Bank’s critical accounting policies and estimates, and the application of these policies and
estimates. These disclosures supplement the commentary on financial risk management (see Note

24).
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28

Use of estimates and judgements (continued)

Key sources of estimation uncertainty

Allowances for credit losses

Assets accounted for at amortized cost are evaluated for impairment on a basis described in
accounting policy Note 7.

The specific counterparty component of the total allowances for impairment applies to claims
evaluated individually for impairment and is based upon management’s best estimate of the present
value of the cash flows that are expected to be received. In estimating these cash flows,
management makes judgement about a counterparty’s financial situation and the net realisable value
of any underlying collateral. Each impaired asset is assessed on its merits, and the workout strategy
and estimate of cash flows considered recoverable are independently approved by the credit risk
function.

Portfolio-basis assessed impairment allowances cover credit losses inherent in portfolios of claims
with similar economic characteristics when there is objective evidence to suggest that they contain
impaired claims, but the individual impaired items cannot yet be identified. A component of
portfolio-basis assessed allowances is for country risks. In assessing the need for collective loan loss
allowances, management considers factors such as credit quality, portfolio size, concentrations, and
economic factors. In order to estimate the required allowance, assumptions are made to define the
way inherent losses are modelled and to determine the required input paramecters, based on
historical experience and current economic conditions. The accuracy of the allowances depends on
how well these estimate future cash flows for specific counterparty allowances and the mode!
assumptions and parameters used in determining collective allowances.

Determining_fair values

The determination of fair value for financial assets and liabilities for which there is no observable
market price requires the use of valuation techniques as described in significant accounting policies
and Note 22. For financial instruments that trade infrequently and have little price transparency, fair
value is less objective. and requires varying degrees of judgement depending on liquidity,
concentration, uncertainty of market factors, pricing assumptions and other risks affecting the
specific instrument.

Critical accounting judgements in applying the Bank’s accounting policies
Critical accounting judgements made in applying the Bank’s accounting policies include:

Financial asset and liability classification

The Bank’s accounting policies provide scope for assets and liabilities to be designated on inception
into different accounting categories in certain circumstances:

- In classifying financial assets or liabilities as “trading”, the Bank has determined that it meets the
description of trading assets and liabilities set out in accounting policy (i) Financial instruments.

- In designating financial assets or liabilities at fair value through profit or loss, the Bank has
determined that it has met one of the criteria for this designation set out in accounting policy (i)
Financial instruments.
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Use of estimates and judgements (continued)

- In classifying financial assets as held-to-maturity, the Bank has determined that it has both the
positive intention and ability to hold the assets until their maturity date as required by accounting
policy (i) Financial instruments.

Securitizations
In applying its policies on securitised financial assets, the Bank has considered both the degree of

iransfer of risks and rewards on assets transferred to another entity and the degrec of control
exercised by the Bank over the other entity:

- When the Bank, in substance, controls the entity to which financial assets have been transferred,
the entity is included in these consolidated financial statements and the transferred assets are
recognised in the Bank’s consolidated balance sheet.

- When the Bank has transferred financial assets to another entity, but has not transferred
substantially all of the risk and rewards relating to the transferred assets, the assets are recognised
in the Bank's consolidated balance sheet,

- When the Bank transfers substantially all the risks and rewards relating to the transferred assets to
an entity that it does not control, the assets have been derecognised from the Bank’s consolidated
balance sheet.

Details of the Bank’s securitisation activities are given in Note 17.

Sale of majority shareholding in a consolidated affiliate

An agreement has been reached between the Bank and Eureko BV (Holland) on 21 March 2007 for
the sale of 80% shares in Garanti Sigorta AS, and a consolidated affiliate, representing nominal
shares of YTL, 48,000,000 for EUR 365,000,000, The share transfer is completed on 21 June 2007,
The gain on sale of this consolidated affiliate is YTL 539,556 thousands before tax. The tax expense
effect of this gain amounts to YTL 29,851 thousands as per the local tax legulation.

The results of this company included in the accompanying consolidated income staicment are as
follows:

30 June it June

2007 2006

Gross profit 103,908 77,816
Expenses (66,146) (62,099)
[ncome before tax 37,762 15717
Taxation charge (7.038) (3.375)
Net results 30,724 10,342
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Sale of majority shareholding in a consolidated affiliate (continued)

As at 30 June 2007, Garanti Sigorta AS had YTL 6,733 thousands (30 June 2006: YTL 3,822
thousands) of interest income on deposits at banks, YTL 13,765 thousands (30 June 2006: YTL
$.636 thousands) of commission and fee income, YTL 441 thousands (30 June 2006: YTL 55
thousands) of other expense and YTL 130 thousands (30 June 2006: YTL 120 thousands) of other
income from intercompany transactions that were eliminated in the accompanying consolidated
financial statements during consolidation process.

During the six-month period, Garanti Sigorta A§ contributed YTL 34,827 thousands (30 June 2006:
YTL (13,105) thousands) to the Bank’s net operating cash flow and paid YTL 1,053 thousands (30
June 2006: YTL 1,278 thousands) in respect of investing activities.

The effect of sale on segment results is also included in Note 1 under “insurance” segment.

The major classes of assets and liabilities of this company are as follows:

30 June 31 December
2007 2006
Cash and balances with central banks 2 67
Loans and advances to banks 148,635 116,683
Other assets 120,866 118,869
Security investments 2,959 2,641
Investments in equity participations 5,766 5,762
Tangible assets, net 15,626 14,099
Deferred tax assets 5,532 -
Total assets 299,386 258,121
Current tax liability 4,988 2217
Deferred tax liability - 717
Other liabilities and accrued expenses 169,90 161,381
Total liabilities 174,893 164,315
Net asset of the company as per its balance sheet 124,4 93,806
Bank’s share in net assets of the company 99,594 75,045
Goodwill associated with the company 878 878
Total net asset of the company in the consolidated
financial statements 100,472 73,923
Proceeds from the sale 640,028
Gain on the sale 539,556

As at 30 June 2007, Garanti Sigorta AS had YTL 106,990 thousands (31 December 2006: YTL
81,872 thousands) of loans and advances to banks, YTL 4,443 thousands (31 December 2006: YTL
5,317 thousands) of other assets and YTL 15 thousands (31 December 2006: YTL 473 thousands)
of other liabilities from intercompany balances that were eliminated in the accompanying
consolidated financial statements during consolidation process.
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30 Significant events

o 1t was decided during the Board of Directors meeting of the Bank on 4 April 2007 to merge the
Romania branches of Garanti Bank International NV’s, a fully owned subsidiary of the Bank in
Holland and the following companies of GE Consumer Finance; Domenia Credit IFN, Ralfi IFN
and Motoractive Leasing JFN operating in Romania. The ultimate shareholders of Motoractive
Leasing IFN, the company planned to operate in Romania under the banking licensc after these
mergers will be T. Garanti Bankasi AS, Dogus Holding AS and GE Consumer Finance.

e [t has been resolved in the Bank’s board of directors meeting held on 11 June 2007 that:

- the Article 38 “Voting” of the Articles of Association of the Bank will be amended to provide
right of one vote for each Garanti Bank share of 1Ykr (the pertaining amendment reflects a
technical adjustment, related to the transition to YTL and does not entail any change regarding,
the voting rights of the shares).

- the Anticle 45 “Distribution of Profit” of the Articles of Association of the Bank regarding the
distribution of the net profit to members of the board of directors and the personnel will be
abolished and removed from the Atrticles of Association of the Bank; and other terins in Article
45 regarding distribution of net profit will remain without any changes.

The applications have been filed with the BRSA and the CMB for these resolutions on 13 June
2007. Following the completion of this process, the amendments to the Articles of Association
will be submitted for approval at the extraordinary general assembly meeting.

31 Subsequent events

e On 5 July 2007, the Bank has reached an agreement with Deutsche Bank AG regarding the
transfer of its custody services to foreign institutional investors for USS 115 millions. Pursuant 10
the agreement, ongoing services provided to foreign institutional investors will continue 1o be
provided by the Bank for the duration of the next ten months.

Deutsche Bank AG has paid US$ 115 mitlions consideration for the transfer of the said services
up front and following the deduction of the Banking and Insurance Transaction Tax at 5% from
such amount, the remaining will be recognized in the Bank’s income of the corresponding period.

On the other hand, custody services provided by the Bank to local investors will continue to be
provided as presently carried out and such investors will continue to receive custody services from
the Bank.

« Afzal Mohammed Modak has been assigned as the executive vice president responsible of the
finance function of the Bank on 20 July 2007,
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